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RCA BIZMAC reduces weeks of paper 
work to seconds-—cuts costs by millions! 


in almost the twinkling of an eye, electronics 
handles calculations that would take any person 
days of work. 

The newest — and largest — electronic “brain” 
(more accurately, electronic data processing sys- 
tem) is Bizmac, developed by RCA. 

Bizmac is quickly becoming one of the most 
powerful allies of business and industry. It “reads,” 
sorts, catalogs, analyzes, calculates, forecasts—re- 
duces months of paper work to seconds—cuts costs 
by millions! 

For insurance companies, Bizmac can digest 





mountains of statistics daily and put its finger on 
any one of millions of facts with push-button speed. 

It can help department stores keep split-second 
inventory control, can greatly simplify warehousing, 
storage and product-supply problems for big chain- 
store operations. 

And for the U. S. Army, it keeps track of literally 
billions of ordnance parts all over the world. 

The leadership in electronic research that made 
Bizmac possible is inherent in all RCA products 
and services—to help make life fuller, easier, safer 
through “Electronics for Living.” TMK(s) & 
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Natural gas feeds 


industry’s fabulous flame 


In the Heartland of American industry, natural gas finds 
literally thousands of different industrial applications—be- 
cause natural gas can do so much that other fuels cannot do. 

It is an industrial fuel, a precision tool and a raw material 
—and new, specialized uses for it are continually being devel- 
oped for the manufacturing, fabricating and processing plants 
of this growing dynamic region. 

In the part of the Heartland served by Columbia Gas 
System—in Ohio, Pennsylvania, West Virginia, Kentucky, 
Virginia, Maryland and southern New York—the consump- 











THE COLUMBIA GAS SYSTEM, 


COLUMBIA GAS SYSTEM SERVICE CORPORATION 


120 East 4ist Street, New York 17, N.Y. 


CHARLESTON GROUP: United Fuel Gas Company, Amere Gas Utilities Company, Atlantic Seaboard Corporation, 
Central Kentucky Natural Gas Company, Virginia Gas Distribution Corporation, Kentucky Gas Transmission Corporation 
COLUMBUS GROUP: The Ohio Fuel Gas Company... PITTSBURGH GROUP: The Manufacturers Light and Heat Company, 
Columbia Gas of New York, Inc., Cumberland and Allegheny Gas Company, Home Gas Company 


tion of natural gas by industry has more than doubled since 
1946. By 1961, the estimated annual natural gas needs of the 
steel manufacturing and fabricating mills, the glass and 
ceramics works, the machinery and appliance factories and 
a score of other endeavors will more than triple the 1946 
volume. 

Columbia Gas System companies are planning and build- 
ing now to meet these future requirements—to provide the 
gas supplies and the facilities to feed the fabulous flame that 
grows and grows in America’s industrial Heartland. 
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. We call especial at- 
ention to our story on the du Pont-General Motors’ 
Supreme Court Decision—which rationalizes the is- 


. _fues involved, in a way that is helpful and clarifying. 
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As you can see, there are several ways out, and 
he last question answered by the famous expert 
Whose legal opinion is boxed on page 389 of that 
irticle, deals with the most simple and adaptable type 


| Of adjustment. 


It is well to remember that a striking precedent 
bxists in the charter granted the Manhattan Co., 
finder which the combined Chase-Manhattan now 
pperates, and which enables them to engage in all 
ypes of business, including banking. 

We are not suggesting that the various companies 
inder threat of this litigation can possibly secure a 
similar charter, but we do know that it is legally 
bossible for a company to receive a charter setting 


‘forth the type of industries in which it is going to 


ingage—and to amend an existing charter, with state 
permission, to cover changes in business activities. 
At least this is something to think about. 

There are many ramifications involved. This situ- 
htion may lead to a seeking of 
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ment should seek to press these suits at a time when 
our economy is confronted by so many problems. 
It must be especially disturbing and harassing to 
corporate executives, who should be allowed to de- 
vote themselves to finding ways to maintain our 
position and to stimulate future economic growth 
commensurate with our needs. It is hard to under- 
stand the reasoning back of this aggressive court 
action at a time when we need compiete harmony 
and the utmost cooperation between government, 
business and labor in a world seething with 
dissension. 


REPUBLICAN CAMPAIGN FUNDS... If GOP Com- 
mittee Chairman Meade Alcorn wishes to discover 
the reason for plummeting contributions from the 
business and industrial community he would do well 
to examine the import-export trade picture for the 
past year and reflect on the singular inability, if 
not unwillingness, of the “businessman’s administra- 
tion” to stave off the deluge of incoming products. 
The situation has reached the stage of “dumping” 
in some instances, and investigation reveals that 
there may be more of the same 





hew charters in favorable 
states — which may result in 
thifts in state revenues and 
axes to the detriment of state 
ncome. Altogether, the du 
Pont-General Motors decision 
May involve legal and tax 
ingles that have not yet been 
tontemplated. 

All-in-all — it is very puz- 


tling that the Justice Depart- wager Feature. 





We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
tomorrow’s markets, don’t miss this 


ahead for during 1956 the 
problems of American busi- 
ness have been greatly multi- 
plied by foreign competition. 
Examination of congressional 
files and those of the U. S. 
Tariff Commission produces 
communications ranging from 
the angry to the pleading, urg- 
ing or demanding action to 
give American business a 
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chance in its own markets. 

Current import-export policy in Washington 
seems to accept the idea that to gain and hold for- 
eign markets we must step on the toes of some 
American industries—and that under this policy, 
both import and export trade have been high. But 
when examined, it becomes apparent that the import 
does not spread evenly over industry so that it can 
be blotted without pain. 

Admittedly, the administration faces a double 
dilemma. On the one hand, it is beset by the in- 
evitable harm of these imports to various domestic 
industries, and strong arguments that Reciprocal 
Trade, merchandised as a cure-all for farm surplus 
ills, has in effect, merely bred competition abroad 
for domestic markets. On the other hand, the govern- 
ment, heavily involved in seeking political and 
economic advantages abroad, acts on the belief that 
our prosperity hinges in no small degree on the ability 
of other nations to sell us their goods in return for 
the much coveted dollar. 

The House Ways and Means Committee has a sub- 
committee looking into the problem but hasn’t come 
up with any suggested cures. One thing is certain 
however—victory in the battle for foreign markets 
will be hollow indeed if it is gained at the expense 
of shutdown plants, regional depressions and unem- 
ployment in the United States. 

Under these circumstances, the party chairman 
should have little difficulty in learning why the 
political war chest is dropping to a new low midway 
through a second term of Republican control of the 
government, and only months after its great hour 
of victory at the polls. Mr. Alcorn can expect the 
problem to grow until there is determined action to 
restore conditions under which there is some incen- 
tive for “all good businessmen to come to the aid of 
the party.” 


FOOT-DRAGGING ON A-POWER ... The A-power 
program is being subjected to a process of de-em- 
phasis with both Congress and the Atomic Energy 
Commission leaving themselves open to the criticism 
of foot-dragging if not, in fact, inviting the charge. 

There has been a spate of public statements and 
speeches by AEC executives of late, dwelling on the 
reminder that economic production of atomic power 
is a long way off. Running through is a theme not 
heretofore stressed: that the United States will use 
the experiments of other countries as our laboratory. 
Witness the comment by W. Kenneth Davis, director 
of the AEC Division of Reactor Development, to the 
National Industrial Conference Board’s ‘atomic en- 
ergy and industry” conference at Philadelphia: 
“Costs achieved from first generation nuclear plants 
may be low enough to be attractive to some countries 
abroad. The experience gained in supplying the 
foreign market will be a great help to American 
manufacturers in achieving further domestic cost 
reductions.” 

On Capitol Hill, Chairman Durham of the Joint 
Committee on Atomic Energy, has introduced a very 
restrictive bill. AEC has been given $40 million to 
aid civil power projects in their formative state, 
and $30 million more is asked now. The Durham 
Bill would require AEC to justify its proposed ex- 


penditures on a plant-by-plant basis, with 45 days 


advance notice to Congress before any money is 
spent on any program. The Gore Bill which would 
provide $400 million for A-power research and de, 
velopment with no crippling strings attached is 
gathering dust. 

UN has just released a report based on studies of 
A-power planning and performance in Russia, Can- 
ada, France, Britain, and the United States. Under 
any objective rating, we must be classed last in 
point of real progress. EURATOM (Benelux, 
France, West Germany, and Italy) has set a goal 
of 15 million kilowatts of electric energy produced 
by atomic power stations in 1967. That is double 
the size of the United States nuclear power capacity 
by 1967. 

Mr. Davis answers for AEC when questioned 
why other countries are getting so far ahead of thd 
United States: “The situation in the United States 
is not characteristic of many other parts of the 
world. In Great Britain, in Western Europe, in 
Japan, and in other areas where relatively cheap 
fossil fuels are not in abundant supply, they must 
have new sources of electric power almost regard. 
less of the cost.” 

However, our lag in this all-important field is a mat- 
ter of serious concern. For our own best interests we 
must be in the vanguard of atomic energy. 


CHICKENS COME HOME TO ROOST... The Russians 
are now beginning to feel the effect of their artificial 
financial and economic planning, which depended so 
greatly on slave labor and the purchase of agricul- 
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tural products and raw materials from their satel in 


lites at below cost. 
And they did not act too soon in taking the steps 
necessary toward the revamping of their entire eco- 


nomic structure by decentralizing control in the var- 


ious areas — cutting their armed forces to release 
the man-power necessary to meet the shortage of 
workers needed in agriculture, and in the production 
of civilian as well as capital goods. And now in Lecn- 
don they are pressing for a moratorium on nuclear 
weapons produced at unbearable cost, in the hope of 
shoring up their weakened financial structure. 

Not only is Russia seeing the error of her ways 
economically, but the satellite states are already 
turning to forms of capitalism. In Red China too there 
is great disillusionment. The rush toward industrial, 
ization has had the same deleterious effect as it has 
had in the other countries we discussed in our story, 
“Over-Industrialization Causing Food Shortages and 
Inflation in Agricultural Economics”, which appeared 
in our issue of June 8, 1957. The captive Chinese have 
been called upon to make even greater sacrifices — 


their intense poverty giving them an even smaller 


margin of safety between subsistence and starvation. 

It is clear something will have to be done to solve 
this problem, which cannot correct itself. It has 
reached a point where the countries in the Communist 
Bloc must make a change — and the trend will un- 
doubtedly be toward a liberalization — to give the peo- 
ple a chance to act on their own account. And capital- 
ism is the answer. It is a system from which the 
people benefit the most and where abuses correct 
themselves automatically when extremes have been 
reached — in an orderly fashion, without revolutions. 


for 
con 
nev 


ele 
nis 


tril 
as 
pat 
dic 


but 
ane 
cou 
ally 
dat 
flov 
sch 
en 


ant 
tel 
W: 
in 
en 
ext 
at 


ani 
to 
ali 








BUSINESS, FINANCIAL and INVESTMENT COUNSELLORS: :1907—“Over Forty-nine Years of Service”—1957 


it 
to 
col 





384 


THE MAGAZINE OF WALL STREET 


ju 





» days 
1ey is 
would 
id de 
ed ig 


lies of 
, Can, 
Under 
ast in 
nelux, 
4 goal 
duced 
louble 
pacity 


tioned 
of thd 
States 
of the 
pe, in 
cheap 
Must 
agar. 


a mat- 
sts we 


ssians 
tificial 
ded so 
rricul- 
satel- 


. steps 
"e eC0- 
e var- 
elease 
ige of 
uction 
1 Len- 
uclear 
ope of 


| Ways 
lready 
) there 
strial- 
it has 

story, 
es and 
peared 
e have 
fices — 
maller 
ration. 
» solve 


As 9 See JL! 


MAO TSE-TUNG’S BID FOR LEADERSHIP 


The sealies the Kremlin are unlikely to sleep easy 
these dayss For the eerie sound of someone chipping 
away at their power must always be within their 
ears. It is not the Free World which is wielding the 
chisel. We may be able to contain the Soviet Union 
but we can not destroy its leadership. The real dan- 
ger to the rulers of the USSR comes from i#++kin 
the Soviet world where the forces ready to challenge 
Russia’s leadership position are rapidly gaining* 
momentum. 

By far the most im- 
portant among them is 
Cnina’s President Mao 
Tse-tung. We have al- 
ready called attention 
to Communist China’s 
growing threat to Rus- 
sia’s preeminence in the 
Soviet world in our edi- 
torial of February 2, 
1957. Now we have fur- 
ther evidence that Pei- 
ping is clearing the way 
for its ambition to be- 
come the Soviet world’s 
new ‘Rome’. 

Early this year Mao 
electrified the Commu- 
nist world by advancing 
a new Communist doc- 
trinarian theory. He 
has declared that incom- 
patibilities and contra- 
dictions exist not only 
in capitalist societies 
but also in socialist ones 
and between socialist 
countries. In his poetic- 
ally-worded recommen- 
dation he said “let a 100 
flowers bloom and a 100 
schools of thought con- 
tend.” 

To Gomulka, to Tito 
and to the frustrated in- 
tellectuals in Budapest, 
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lin this must sound like sweet music, indeed. For it 
lends the prestige of the Communist world’s most 
exalted personality to their desperate efforts to gain 
at least some measure of independence from Moscow. 
But for the same reason, Mao’s pontifications are 
anathema to the Kremlin. For political power hinges 
to a large extent on the existence of political person- 
alities, the one asset which the post-Stalin Kremlin 
occupants lack completely. But Mao Tse-tung has 
it. And having previously been built up by Moscow 
to a position second only to Stalin himself, he is now 
confounding his erstwhile sponsors by further weak- 
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“ LOST—ONE GOOD RICKSHAW BOY 


By JOHN CORDELLI 


ening their already faltering dictatorship over the 
one third of the world now in the grip of com- 
munism. 

The Chinese Communist leader’s motive is to in- 
crease his own power at the expense of Moscow. 
This he can only do by appealing to the masses in 
the Communist world over the heads of the Kremlin 
leaders. 

His platform voices aloud the silent prayers of 
90 million enslaved East 
Europeans who for a 
decade now have had to 
buckle under a foreign- 
imposed tyranny and 
pay lip service to an 
economic system totally 
alien to most of them. 
When Mr. Mao goes to 
Eastern Europe this 
summer he is bound to 
endear himself still fur- 
ther with the teeming 
masses there by enunci- 
ating in person his plat- 
form of “enlightened” 
socialism. 

But let there be no 
mistake. Mao Tse-tung 
is not really concerned 
with democratizing the 
Soviet bloc. Like any 
power-craving, cynical 
politician, a platform is 
to him only a tool to be 
discarded when no 
longer useful. If and 
when Peiping becomes 
the new fountainhead 
of world communism, 
Mao can be relied on to 
try to impose a mono- 
lithic discipline equal to 
that of Stalin. His gris- 
ly matter-of-fact admis- 
sion that he had 800,000 
of his people “liqui- 
dated’’ (read mur- 
dered) in the first five years of his regime is more 
than sufficient indication of his idea of “persuasion”’. 

However, like most dictators, Mao is making the 
mistake of ignoring the human factor in his scheme. 
Communism can be imposed on peoples by police 
power and foreign armies. But it will never be ac- 
cepted by them voluntarily because it is an inherent- 
ly unnatural instinct in human nature—and the will 
of the dictator must be enforced. 

Stalin knew this and acted accordingly. His in- 
cessant police terror, his purge trials, his absolute 
intolerance of even the (Please turn to page 440) 
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Diverse Stock Action In Nervous Market 


The industrial list is headed for a test of the all-time high recorded in the Spring of last 
year and virtually duplicated last August. Regardless of its outcome and of the current 
emphasis on inflation, we do not see medium-term basis for other than a moderate-range, 
mixed market, in which profitable selectivity in portfolio management will remain the 


problem. 


By A. T. 


Moving ahead further under industrial leader- 
ship during the last fortnight, the market has now 
extended its rise from the mid-February low point 
into its fifth month. The Dow industrial average is 
at the best level seen in roughly ten months; and the 
recovery high attained at last week’s close was less 
than 2% under the double tops recorded in April and 
August of last year. 

Following about three weeks of backing and fill- 
ing, rails met sufficient demand to better the aver- 
age’s May 20 rally high by a fraction, but ran out of 
gas by the end of last week. The off-and-on recovery 
since February has been notably laborious and 


MILLER 


modest, leaving the average far down in its 1956- 
1957 range. One argument advanced for more rally 
is that the rails are quite depressed, relative to the 
industrial average, and should make up some of the 
lag. It is not a very good argument. Rails have lag- 
ged—and so have many individual industrial stocks-- 
because of deficient investment appeal. Another 
argument is that year-to-year profit comparisons 
will improve in the third quarter; but that will no 
be because of rising earnings but because year-ago 
results were hard hit by the steel strike. The third 
is that rails should benefit from anticipated fourth- 
quarter improvement in general business activity 
They will—if it develops and amounts to 
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MEASURING MARKET SUPPORT 


“THE MARKET IS A TUG-OF-WAR . . . CONSTANTLY SHIFTING SUPPLY & DEMAND 
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much. Our view is that more rally is 
possible, but that rail performance will 
remain on the disappointing side. 

Both because of need for technical 
correction following substantial prior 
advance, and because of the recent fur- 
ther rise in bond yields, the utility aver- 
age has not been able so far to better 
the bull-market attained May 21 and 
now stands moderately below it. 


Where Do We Go Now? 


The industrial average is, of course, 
in a position to test—and possibly get 
above—its 1956 top, whether soon or 
some time during the summer-—if 
enough of the 30 individual stocks in it 
can muster the required strength. At- 
tainment of a new all-time high would 
be acclaimed and widely publicized as 
an historic event. But since they are| 
primarily interested in values and prices} 
of individual stocks, as they should be, | 
present-day investors are not too much 
influenced by Dow-average “penetra- 
tions”—with or without “rail confirma- 
tion’”—of theoretically significant “sup-) 
ply” or “support” levels. So a new high 
could easily prove to be marginal, rather 
than a signal of broad and sustained! 
advance. 

This has long been emphatically a 
“market of stocks’, with the winners, 
losers and duds sufficiently balanced to 
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put a brake both on ad- 
vances and declines in the 
industrial list as a whole. om 2h 
Thus, within a period of 
nearly two years since the 
summer of 1955, in which 
year total corporate earn- 
ings and dividends rose 
sharply, the industria] 
average had a further rise 
of about 11% to its 1956 
top, a subsequent decline 
of 12.7% to last February, 
end now an upswing of 
about 12.5%. 

At best, the outlook for 
business, earnings and 
dividends is only moder- 
ately favorable — not dy- 
namic. That means that it 
takes only moderate ad- 
vance to put the industrial 
average to a level of fully 
adequate valuation, if not 15 
over-valuation; and, in 2B 
particular, to take popular 
stocks to excessive prices. " 
In terms both of stocks 69 
and of stock groups, it 
figures to continue a mar- 
ket of winners, losers and 
duds. There has been a 2 
large rise so far this year 
in a small number of 
groups, including oils, 6 
drugs, electrical equip- — 
ments and office equip- 
ments. They cannot “carry 
the ball” indefinitely. Groups which have lagged or 
had only partial recoveries are much more numer- 
ous. New leadership would seemingly have to come 
from some of the latter to put the average signifi- 
cantly higher, unless it is accomplished by increasing 
speculative excesses in presently popular groups and 
individual issues. 

The industrial average is on a yield basis slightly 
less than 4.5% —adjusted for stock dividends. But 
the new buyer does not get past stock dividends; so 
for his purposes the yield is around 4%, a figure 
more comparable with that of other industrial stock 
indexes. It approximates current yield on seasoned 
high-grade corporate bonds, is materially under 
yields available on new issues of bonds, and is little 
in excess of current average tax-free yield of over 
8.7% on seasoned municipal bonds. The average’s 
price-earnings ratio is about as high as it has gen- 
erally gone in past bull markets (figured on indi- 
cated annual-rate earnings prior to the slumps in 
earnings and/or stocks). 

After 1955 the market was deprived of the stimu- 
lus of strong rise in earnings and dividends. Its fur- 
ther advance was rationalized in various ways, in- 
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cluding invalid price-earnings-ratio comparisons, 
and noting that stock yield still materially exceeded 
‘bond yield. But now, on ratio of stock to bond yield, 
ithere is no advantage for stocks; so there is a dif- 
ferent rationalization. Part of it is “the coming 
\fourth-quarter business upturn.” The trouble with 


_|this is that the expectation has already been largely, 
»|if not completely, discounted. Aside from “long- 


JUNE 22, 1957 





—~ Volume N. Y. Stock Exchange 


TREND INDICATORS 


THE MAGAZINE OF WALL STREET 


300 COMBINED STOCKS 





term growth”, which the market can always enthuse 
about, except when it is down, the most effective 
part of the present rationalization is “inflation’— 
now being emphasized so much that brokers are 
preaching: “You cannot afford not to own stocks”. 


Are We In a New Era? 


Always in the past the stock market proved to be 
at vulnerable levels when bond yields were close to 
or materially above stock yields. The inflations were 
abnormal (war) or cyclical, and were followed by 
deflations. But in a number of foreign countries, 
with chronic investment allowance for inflation, it 
has been more or less the normal thing for stocks to 
yield about the same as or less than bonds. With 
American investors now decidedly “inflation-con- 
scious”, it could be that the old rules on stock-bond 
yields are out the window. Under present orthodox 
Government fiscal-monetary policies, we are having 
a persistent, creeping wage-push-price inflation, 
paring the dollar’s value around 3% a year. Nobody 
can see an end to it. Doubtless it will go further— 
perhaps considerably further on a long-pull basis. 

But stocks can sell off even in inflation periods, as 
the past has proved; and the Federal Reserve has 
not yet acted as vigorously to check inflation as it 
can and very well may, by turning the credit screws 
hard enough to force a business recession later on. 
For the present, we continue to look for a moderate- 
range market, calling principally for discrimination 
in portfolio management.—Monday, June 17. —END 
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THE SUPREME COURT OF THE UNITED STATES 


of the 


du Pont-General Motors Decision 


Presenting the Position of Companies in Various Classifications — 


Where They are Likely to be Affected — Where They are Immune 


By WARD GATES 


When the Supreme Court ruled, fifty years ago, 
that the Standard Oil Company was a monopoly, 
and ordered its dismemberment, it fired a shot that 
is still reverberating throughout the business world. 
The decision established firmly the government’s 
duty to maintain economic conditions conducive to 
free and competitive markets. On June 3rd of this 
year, the Court fired another shot, this time at giant 
E. I. du Pont de Nemours, that may hit scores of 
other companies before it stops ricochetting. By 
ruling that du Pont’s stock ownership in General 
Motors is illegal, a severe blow may have been dealt 
to the host of other vertical acquisitions that have 
been so prevalent in the post-war era. 

How much use the government will make of the 
new weapon the court has placed in its hands re- 
mains to be seen, but there seems little doubt that 
a new and broadened set of ground rules has been 
established that widens immeasurably the govern- 
ment’s anti-trust powers. In a strongly worded 
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dissent, Justice Burton pinpointed the latent potency} 
of the decision when he stated that, “Thus, over 
forty years after the enactment of the Clayton Act, 
it now becomes apparent that Section 7 has been aj 
sleeping giant all along. Every corporation which) 
has acquired a stock interest in another corporation} 
...1s exposed, retroactively, to the bite of the newly} 
discovered teeth of Section 7.” 

For investors, wondering about the status of their 
own companies in an era that has placed great in-| 
vestment value on diversification through acquisi- 
tions, an understanding of the impact of the decision! 
is of paramount importance. The high court has} 
ruled against du Pont — but where do other firms} 
stand? oe 

The Decision 

The actual finding against du Pont rested on cir- 
cumstances peculiar to the du Pont-GM relationship, 
but it is the implications of the decision that pose 
the biggest questions. Specifically, the Supreme 
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Question: 

How likely is it that the decision will stand in 
subsequent cases brought before the court, since 
three justices abstained? 


Answer: Even if the other three justices disagree 
with the majority decision, it is unlikely that there 
would be a complete reversal, since historically the 
court prefers to maintain a continuity of opinion. 
More importantly, there is little hope that all three 
justices would disagree with the majority. 


For one thing, Justice Burton’s dissent, at some 
points, inadvertently supports the majority view. His 
objections are basically twofold . . . that the court is 
unjust in finding against Du Pont on the basis of 
evidence at the time of suit, rather than at the time 
the stock interest in GM was acquired ...and (2) 
that the court has never applied Section 7 of the 
Clayton Act to vertical acquisitions. 


On the first point, he concedes that the govern- 
ment can bring suit years later, provided that at the 
time of acquisition, competition was threatened .. . 
and also concedes that events subsequent to the ac- 
quisition are relevant, if they can be traced back to 
the time of acquisition. He disagrees that the evi- 
dence in this case supports the government, but he 
implies that if he did agree with the evidence, he 
would have supported the majority view, and would 
not have contested the fact that the suit was brought 
against du Pont some 35 years later. 


As to the second point, his dissent is weakened by 
his admission that the wording of the statute is 
“ambiguous” in this respect. If it is ambiguous, then 
the majority obviously has as much right to its in- 
terpretation as does Burton, especially in view of the 
later 1950 amendment to the Clayton Act which spe- 
cifically included vertical acquisitions into the act, 
and left the implication that it had been implied all 
along, though never invoked. 


Vertical Monopolies Have Previously 
Been Interdicted By The Court 


It should also be pointed out that although Section 
7 of the Act has never been invoked against vertical 
monopolies, there have been numerous decisions in 
the past that have held against vertical arrange- 
ments. Thus, the notion is not a stranger to the court. 
In the Carbice Case, the court held that a legal 
monopoly (in this instance a patent) could not be 
used te exercise control over a non-patented item... 
the patent holder was entitled to his monopolistic hold 
on the patent, but could not require users of the pat- 
ented item to obtain their supplies or services, them- 
selves non-patented items, from the patent-holder. 





AN IMPORTANT LEGAL OPINION 


By A Top-Ranking Corporate Attorney 
With Weighty Supreme Court Experience 


Similarly, the court has ruled against the Standard 
Oil Co. of California, which had required its dealers 
to purchase auto accessories from the company in 
adition to gasoline and oil. This case also has im- 
portance in establishing the “relevant market’ that 
is affected by trade restraints, since the contracts ac- 
counted for only 6% of Standard’s total market. 


Question: 
How important is the case likely to be as a 
precedent? 


Answer: That is always difficult to say, because the 
specific facts in each case are always different, but 
the case does fall within recent court patterns that 
have great significance. In tax matters the court has 
consistently held that evasion is a factual matter, and 
that the specific form it takes is irrelevant... and 
has time and again overthrown various ingenious 
corporate fictions devised to limit tax liability. Ap- 
parently it is now taking the same basic approach 
to monopolistic control. It seems less concerned with 
the outer trappings than with the fact of the matter 
itself ... with the realities as opposed to theoretical 
considerations. \f this is the case, it can have ex- 
tremely far-reaching implications. 


Question: 
Are all vertical acquisitions now to be suspect? 


Answer: Yes, since all the government need prove 
is that existing trade restraints were inherent in the 
original acquisition, whether that was the intention 
or not. But monopoly itself is not illegal . . . this was 
not mentioned in the decision. 


Question: 

Assuming a corporation has reason to believe 
it may now be attacked under the Clayton Act, 
what can it do? 


Answer: It really has only four alternatives . . . (1) 
to sell its holdings in the acquired company, (2) dis- 
continue any business dealings with the acquired 
corporation, (3) to attempt to open the acquired cor- 
poration to normal competition, or (4) to fight it out. 


Question: 

Could a corporation limit its liability under 
the act by acquiring full control of a company in 
which it now has a stock interest? 


Answer: Possibly, by altering its own corporate 
charter to include the business of the subsidiary, it 
may remove itself from Clayton Act jurisdiction, thus 
requiring the government to sue under the Sherman 
Act which requires proof that the “condemned re- 
straints” actually exist, rather than a “reasonable 
probability” that they might develop. 











Court held in a 4-2 majority decision, that du Pont 
purchased its 23% interest in General Motors to 
assure itself that the budding automotive colossus 
would become a major user of du Pont paints, rather 
than competing products. Swept aside in the deci- 
sion were du Pont’s objections that; (1) it did not 
use its stock holdings to gain a competitive advan- 
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tage—(2) that competition has not been restricted 
by its investment—(3) that the Clayton Act does 
not apply to vertical acquisitions—and (4) that in 
any event, the government could not bring suit 35 
years after the acquisition had occurred. 

In strong language, the Court rejected the argu- 
ments, maintaining that the “inference is over- 
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ANTITRUST CASES PENDING JUNE 1, 1957 


Union Carbide & Standard Oil Co., 
Carbon Corp. (N. J.), et al. 
Northern Pacific I Malleable & 
Railway Co. 
E. I. du Pont de 
Nemours & Co., Inc. 
Sun Oil Co. 
Standard Oil Co. of 
California, et. al. 
Insurance Board of Cleveland 
The Borden Co., et al. 
I| The Ohio Crankshaft 
Company, et al. 
International Boxing Club 
of New York, Inc. 
The Procter & Gamble Comp 
The Kansas City Star Company 
Safeway Stores, Inc. 
Brown Shoe Co., Inc., et al. 
Lyman Gun Sight Corp. 
American Rediator & 
Standard Sanitary Corp. 
Foremost Dairies, Inc. 
Socony Mobil 
General Motors Corp. 
Continental Can Co. 
Minnesota Mining & Mfg. 
Continental Can Co. 
Owens-Illinois Glass Co. 
Radio Corp. of America 
Driver-Harrjs Co., et al. 
Bethlehem Steel Corp. 
Consolidated Laundries 
Jerrold Electronics, et al. 


Niewti 





Nationwide Trailer 
Rental System, Inc. 

American Smelting & 

St. Joseph Lead 

Pan American World 
Airways, Inc. 


Lanvin Perfume, Inc. 

United Fruit Co. 

Radio Corp. of America 

Linen Supply Institute 
of Greater N. Y. Inc. 
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Continental Baking Co. 
The Rudolph Wurlitzer 
Company 


Hamilton Glass Co. 


C&C Super Corp. 
Screen Gems, Inc. 
(Columbia Pictures) 
Associated Artists 
Productions, Inc. 
National Telefilm 
Associates, Inc. 
United Artists Corp. 
Parke, Davis & 
Company, et al. 








Steel Castings Co., et al. 


Schine Chain Theatres, Inc. 


National Cranberry Ass‘n., Inc. 


North American Van Lines, Inc. 


Pittsburgh Plate Glass Company 


United States Plywood Corp. 


Affect on Inter-Corporate Investment 


Historically, acquisitions and mergers 
have occurred in great cycles, with each 
wave breeding new legislation designed to 
overcome abuses and to maintain free and 
competitive markets. The trusts of the nine- 
teenth century led to the Sherman Act -- 
great industrial combines at the turn of the 
century preceded the Clayton Act — and 
the post World War II rash of mergers con- 
tributed to a broad amendment of the Clay- 
ton Act in 1950 that specifically brought 
vertical acquisitions within the scope of the 
Act. The du Pont decision was renderec 
under the old act, since the suit had beer 
brought prior to the 1950 amendment, but 
if the Court was willing to read vertica 
mergers into the old act, the fate of com. 
panies brought to trial under the amended 
and more specific statute seems a foregone 
conclusion. 

As a practical matter, however, it is 
doubtful that many strictly comparable 
cases will reach the courts. While there are 
innumerable companies with stock interests 
in other corporations, the chances are slim 
tempt to prove far-fetched monopolistic 
of an investment nature. Nevertheless, lurk- 
ing in the background is the ever-present 
possibility that the government could bring 
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whelming that du Pont’s commanding position was 
promoted by its stock interest and... not... solely 
on competitive merit.” It points to legislative history 
to support its view that customer-supplier, or ver- 
tical acquisitions fall within the province of the Act, 
as long as there is a “reasonable likelihood that the 
acquisition will result in” the condemned restraints. 
And to make the case more binding, the majority 
view held emphatically that it is only necessary to 
demonstrate the violation at the time of suit, and 
not at the time the investment was originally made. 
On the way to its decision, the court sharpened an- 
other troublesome concept by holding that a mon- 
opoly need not be as broad in scope as had previously 
been supposed. The crucial test of the “relevant 
market” affected was the percentage of the automo- 
tive paint market du Pont controlled and not the 
percentage of the total market for du Pont’s 
products. 


In Effect, We Have a New Anti-Trust Concept 


The Sherman Act was designed as a trust-busting 
vehicle. Its inadequacies gave birth to the Clayton 
Act in 1914, giving the government the right to nip 
incipient monopolies in the bud. The new ruling, 
however, allows the government to sue, after an ac- 
quisition has been consummated, and only requires 
that a “reasonable probability” be shown that any 
stock acquisition might result in the condemned re- 
straints, whether the interest was acquired in good 
faith or not. Obviously, if applied with a broad 
brush, the ruling could be applied to any number of 
acquisitions stretching back over many years. 


suit if some accident of economic develop- 
ment, at some future time, places the companies in a 
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possibilities, if the holdings are essentially | 
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competitive, or customer-supplier relationship. Here | 
is the true impact of the decision. Jt literally makes | 


every inter-corporate investment potentially suspect, 
regardless of the original purpose of the investment. 

However, there are instances that are comparable 
to the du Pont case. 

... The oil industry is replete with integrated 
company investment in the securities of pro- 
ducing companies, and often the producing 
company is an important supplier of oil to 
the larger organization. 

. In the mining industry, many firms have ac- 
quired stock interests in manufacturers that 
are principal users of their products. 

. Publishing companies have stock interests in 
paper and pulp producers. 

. Refining companies have holdings in pri- 
mary metal producers. 

. Motion picture companies have investments 
in radio, television and other entertainment 
media, 

The list could be stretched on indefinitely, and each 
addition would provide further evidence of the hard- 
ships that would result from indiscriminate prosecu- 
tion under this new interpretation of the anti-trust 
laws. Yet each of the companies involved is tech- 
nically vulnerable, if the government can prove the 
possibility that restraints of trade and commerce 
might result from the investments. 


Problems of Acquisitions 


The problems created for corporate attornies and 
executives when considering the advisability of in- 


vestments or acquisitions (Please turn to page 430) | 


THE MAGAZINE OF WALL STREET 


ees Ae a 





a 


vt 


nes 
var 
liev 


eco! 
a C) 


que 
for 

Slic 
cre 
wis 
dis 
tha’ 
Mr. 
gen 
rece 
hav 


sup 
mo} 


Ju? 


ich 
rd- 
ou- 
ist 
*h- 
che 
rce 


nd 
in- 
0) 





in Ail 


RS 


eT eS 


FE OSS SSRI 


ces — SIRES 








We Challenge 
PROFESSOR 


9-POINT ECONOMIC 













SLICHTER’S 
REASONING 


By HOWARD NICHOLSON 


I, a recent issue of a widely circulated busi- 
ness magazine, Professor Sumner Slichter of Har- 
vard University discussed five trends which he be- 
lieves are reshaping the American business future. 
Among these trends is a tendency of the American 
economy to become “less and less prone to move in 
a cyclical fashion.” 

Thus far, his arguments on this very important 
question have met with little rebuttal in print. Partly 
for that reason, and partly because of Professor 
Slichter’s standing, they seem to have gained wide 
credence in the business community. We have no 
wish to disagree with him simply for the sake of 
disagreement. On the other hand, it appears to us 
that something very serious is at stake here. For if 
Mr. Slichter should be wrong, the overconfidence 
generated by his views could well make the next 
recession even more severe than it would otherwise 
have been, 

Each of Mr. Slichter’s five general arguments in 
support of his view is discussed below. But perhaps 
more important than individual defects in individual 
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arguments is the general viewpoint from which his 
arguments are taken. For Mr. Slichter treats the 
tremendous expansion of the American economy over 
the last decade as exclusively a matter of long-term 
national growth. The characteristics of this period 
are thus, for him, not related to the business cycle 
at all. High levels of business investment, extra- 
ordinarily high outlays for research and develop- 
ment, rapidly changing technology, rising “‘capacity 
to raise production” and rising “capacity to increase 
demand for goods” were certainly basic aspects of 
the last decade. But he treats these developments 
as new, permanent aspects of the American economy. 

This assumption—that the growth of the last ten 
years owes little or nothing to the business cycle— 
is fundamental to his entire argument. We believe 
that it is fallacious. These “changes” have appeared 
and disappeared at irregular cyclical intervals 
throughout much of our modern history. In short, 
they are themselves part of the substance of the 
business cycle, and their presence over the past 
decade is proof of the continuing vigor of the busi- 
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ness cycle. For example, Mr. Slichter argues that the 
ability of the economy to “create more demand for 
goods” is owing to the “recent spectacular growth 
of the consumer credit industry”. We most certainly 
agree with the importance of the role of consumer 
credit; we most certainly disagree that the growth 
of outstanding consumer debt is not a manifestation 
of the business cycle in one of its most unstable 
forms. We believe the growth of debt, at a faster 
rate than the growth in income, reflects a major 
long-term cycle emerging out of World War II, and 
the tremendous impact of that war on consumer 
holdings of durable goods, and their holdings of 
liquid assets. 

The environment in which M. Slichter places his 
individual arguments is thus one which largely 
ignores the evidence that we are living through an 
imposing business cycle at this moment. By assuming 
such an environment, he has, in fact, assumed the 
very conclusion that his argument is directed at 
proving. This would be serious enough; but it is 
unfortunately necessary to go further. For Mr. 
Slichter’s collection of specific trends which are pre- 
sumably destroying the business cycle is very far 
from being a convincing proof, even granting his 
own assumptions about the character of postwar 
business. In most of his instances of proof, we dis- 
agree strongly with the underlying reasoning; and 
in all cases we disagree with his implied estimate of 
their importance. 


1, “The increase in the number of important indus- 
tries.’ 


Mr. Slichter argues that the American economy 
is now composed of an increasing number of indus- 
tries, and that as a result, we are now entitled to 
expect more disparity in the movement of the parts, 
and hence greater stability in the aggregate. This 
raises, in the first instance, the very difficult problem 
of defining an industry. If television production is 
defined as an industry, then certainly something new 
has been added. But if television is treated as a part 
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of the entertainment industry, then we must, inf 
weighing the advent of television, take account of} 
the related declines in the radio subindustry, in 
attendance at ball parks and moving pictures, etc. 
The question is not academic; in a growing economy 
new products are an everyday occurrence, but a very 
large proportion of them are simply substitutions 
for other products. This is not to deny that there is 
anything new under the sun, or that striking innova-} 
tions in the consumer market may have a stimulative 
effect upon consumer spending. But we tend tof 
forget that there were new products and new stimulif 
in the Twenties, too. 
Moreover, even granting an increasing number of | 
“industries”, however defined, are we safe in assum- | 
ing that the larger number of industries is, for that 
reason alone, more likely to display offsetting trends’? | 
Mr, Slichter does not argue that a downtrend in any } 
one industry causes an upturn in any other industry, | 
but only that such an offsetting is now more likely | 
to occur. Unfortunately, we know of no reason why | 
this very desirable outcome is any more likely mind, 
than it was twenty years ago when many new indus- | 
tries were inaugurated, including the dynamic auto- ' 
mobile industry. There is a sound logical reason for 
expecting a trend in any one industry, either up or | 
down, to influence contiguous industries in the same | 
direction. For example, an expansion of automobile 
demand has obvious expansionary influences on the 
steel, glass, nonferrous metals and paint industries. 
One need not depend on statistical probabilities to 
weigh this tendency, since it is a structural aspect 
of the business system. There is no comparable struc- | 
tural aspect that will produce the offsetting ten- | 
dencies depended upon in Mr. Slichter’s argument. 





2. “The growing importance of long-term planning 
in business management.” 


Mr. Slichter’s second point is that long-term plan- 
ning, particularly with respect to business purchases | 
of capital equipment, has weakened the cycle. This | 
amounts to saying that corporations, particularly 
large well-established enterprises, will continue to 


spend on new capacity even when their markets are | 
in a temporary decline. And this in turn amounts to | 
faith in the courage of businessmen to stick with | 
their long-term plans in the face of short-term dis- | 
couragement. A corollary of this proposition is that | 
businessmen will restrain their capital spending dur- 
ing expanions in business. In other words, busi- | 
nessmen are assumed to be capable of courage and | 
3 s cre 
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restraint. We do not question their capacity for these 
ennobling emotions. But we question the circum- 
stances that induce them.: Historically, businessmen 
have been restrained during recessions and courage- 
ous during expansions, rather than the other way 
around. But even granting that businessmen now 
tend to maintain their spending at somewhat higher 
levels than they otherwise would at the onset of a 
recession, we still question whether this is a sta- 
bilizing influence. Under today’s conditions, for 
example, we would argue that caution with respect 
to capital outlays, rather than courage, is needed, 
if serious overcapacity is not to develop in the near 
future. It is well to remember that in the latter ’20’s 
we saw a great deal of capital expansion because of 
the ease with which money could be obtained in the 
capital markets. It was this capacity that contributed 
to a number of plant shut-downs in the ’30’s and 
enabled us to quickly go into an expansion when 
business started up again. 

In connection with the same point, it might be 
noted that the convictions of businessmen with 
respect to their long-term plans are in themselves 
a reflection of the decade of expansion we have 
enjoyed since the war. If we view this decade as 
containing important cyclical elements, then the cur- 
rent faith in long-term planning is itself a reflection 
of the cycle, rather than a modification of it, and 
may disappear quickly enough when business condi- 
tions change for the worse. 


3. “The development of long-term wage contracts 
with built-in wage increases.” 


Mr. Slichter’s third point is that long-term wage 
contracts, which now cover over 4 million employees, 
are stimulating, or at least stabilizing, in the case of 
well-established companies, although he concedes 


| that for weaker companies they may actually be 
lan- | unstabilizing. The stabilizing effect for large compa- 
ases | nies is produced, he believes, by a tendency of auto- 
This } matic wage increases to “offset the effect of drops 
“_ ) in employment upon the size of payrolls, and, in the 
> OF 


case of stronger companies, they do this without 
forcing cuts in other kinds of spending.” If we 


s to} understand Mr. Slichter’s point correctly, it appears 
vith | to us to be a serious misreading of the facts of busi- 
dis- | ness management. It suggests that large companies, 
that | faced with a declining market and the necessity of 


lur- 
usi- 


curtailing employment, would make their employ- 
ment decisions altogether apart from their wage 


and | situation. We believe that an automatic wage in- 
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crease, occurring at a time of market weakness, 
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would induce a larger reduction in employment than 

would otherwise occur. In fact large numbers of 
economists have argued for years that the inflexi- 
bility of wages to downward pressure (because of 
union contracts) poses a threat of more serious 
unemployment in a recession than would occur if 
wages were flexible, simply because some labor would 
be priced out of the market. Mr. Slichter’s argument 
runs contrary to this widely held proposition; he 
argues that a built-in uptrend in wage rates is a 
stabilizing element. 

Wage increases can assuredly be a stimulating 
influence on general business conditions, through 
their effect on incomes available for consumption ex- 
penditures. They may also be a depressant, through 
their effect on corporate incomes, which are the 
funds available for corporate investment expendi- 
tures. One or the other of these effects may be domi- 
nant under different sets of conditions. But we would 
certainly not agree that the stimulative effect will 
necessarily be dominant in a period of declining 
markets, particularly if the wage increase is the 
result of negotiations conducted as much as several 
years earlier, in an altogether different business 
atmosphere. On this point in particular, we believe 
Mr. Slichter has taken an indefensible position. 


4. “Improvements in the banking system and the 
condition of banks.” 


Mr. Slichter’s fourth underlying trend is the im- 
provement in the U. S. banking system, and in the 
condition of the banks themselves. In the main, his 
point is that banks are considerably more liquid 
today than they were in the Twenties, mainly as a 
result of their heavy holdings of government securi- 
ties. But the growth of government holdings by the 
banking system was a direct consequence of World 
War II. The holdings of governments are a circum- 
stance of today’s banking system, not a change in 
the system; in fact, holdings of governments have 
declined persistently (Please turn to page 440) 
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—A Story of Enterprise and 
Imagination that Confounds 
the Prophets of Gloom 


By McLELLAN SMITH 


r ; 
The ingenuity of industry’s researchists and of 
publicly and privately maintained agencies is match- 
ing the pace and turning back the challenge of na- 
tural resources depletion and the added demands of 
a growing mechanical age. 
The crisis is not as dramatic and therefore the re- 
sponse is not as noticed as in the World War II| 
instances where industry and science combined to| 
answer the demands of the day by coming up with| 
synthetic rubber and silk. But where metals and| 
other minerals basic to the industrial structure are 
running low, new sources are being developed, new 
ores are being refined—sometimes at high original 
costs, which are being brought down; where fibers 
are either low or present economic or operational 
problems, substitutes are appearing; where more! 
oil is needed it is being drawn from areas and 
sources ignored in other years, Instances multiply. 





Technology is contributing too: better extractive} yar 
methods and improved utilization are helping re-| use 
lease fear from the inquiry: “Are we becoming aj} ing 
have-not nation in the point of essential resources} ind 
for industry?” The reply would seem to be in the} alu 
negative. There are certain areas in which are found} hav 
near deficiencies, certain to be overcome by research,) stit 
exploration or substitutions. dex 

Of major concern to the industrial economy are} ste 


the supplies of coal, oil, natural gas, iron, and water / 
—all are basic to light and heavy industry alike. The} lar 
last, water, was extensively appraised in this maga-| Ve: 
zine, issue of March 2, 1957. Other of the natural re-|} Af. 
sources will have treatment here. 


pel 
eve 

Iron and Coal Reserves Adequate try 

det 

With steel the backbone of our industrial struc-| W° 
ture, supplies of iron ore from which it is made 
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would be a logical starting point 
for survey. Closely related is coal, 
the only fuel satisfactory to steel 
production. Coal, however, will 
not be a shortage problem for cen- 
turies. Known reserves of bitu- 
minous are around 1.9 trillion 
tons, 50 percent of which is recov- 
erable. And this vast reserve may 
be a future source of liquid fuels, 
but more on this later. 

Search for accurate data on iron 
ore reserves proves baffling. Esti- 
mates vary from 100 to 350 years, 
while one authoritative source 
simply says the end is not foresee- 
avle. Nevertheless, practical men 
in the industry search for new 
sources, both here and abroad, as 
though supplies might be ex- 
hausted in a matter of 25 or 30 
years. Hand-in-hand with this ex- 
ploration goes research, looking 
toward more complete extraction 
from low-grade ores and from 
taconite, an almost flint-like rock 
found in vast quantities in the 
area of the great Mesabi Range 
of Minnesota. Experts estimate 
there are 72 billion tons of taco- 
nite in this area alone. 

Heretofore ignored because of 
its flint-like qualities, taconite, 
through effective and economi- 
cally feasible extractive methods, 
is now yielding close to 30 percent 
high-grade iron ore. This source 
alone, according to experts, bids 
fair to relieve the American steel 
industry of any dependence upon 
Labrador ores to be available in 
large quantities when the St. 
Lawrence Seaway is open to heavy 
traffic. Steel, more than any of the 
essentials to industry, travels a 
cycle of re-use. As millions of new 
automobiles, tractors, and farm 
implements come off the assembly 
line each year, other millions re- 
turn to blast furnaces via the junk 
yard. In recent years, the greater 
use of reinforced concrete in build- 
ing has lessened pressure upon the 
industry for structural steel, while 
aluminum, plastics and ceramics 
have moved in as satisfactory sub- 
stitutes in certain areas heretofore 
dependent almost entirely upon 
steel. 

Although this country imports 
large quantities of iron ore from 
Venezuela, Labrador and far-off 
Africa there is no American de- 
pendence on these sources. In the 
event of another war, this coun- 
try’s iron ore sources would meet 


_ demands as substitutes for steel 


would be developed. 
As new methods, new tech- 
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Status and outlook for supply of 22 metals and chemicals 


ANTIMONY 


BARITE 


BAUXITE 


BORON 


COBALT 


COPPER 


FLUORSPAR (acid-grade) 
FLUORSPAR (metallurgical) 
GYPSUM 


IRON ORE 


MAGNESIUM 


MANGANESE 


MERCURY 


MICA (strategic) 


MICA (nonstrategic) 


MOLYBDENUM 


NICKEL 


PHOSPHATE ROCK 


POTASH 


SULFUR 


TIN 


TUNGSTEN 


Requirements decreasing. Sources limited 
Domestic production doub!ed between 1948 and 1956. 
Improved methods of separation of barite from complex 


ores being developed 


Production and consumption greatly increased since 1948 
and growing. No supply problem 


Domestic production increased from 450,000 tons in 
1948 to 1,124,000 tons in 1956 and production still in- 


creasing 


Little hope for development of domestic sources, but 
abundant world supply 


Current rate of production expanding and the market 
situation is stable 


Surplus 


Government buying to hold down surplus 


. Supply increasing slightly faster than demand 


Low-grade ores solving problem of source depletion. 
Bureau of Mines spending $750 million annually on 
research 


Problem is to increase market by cheaper production 
methods. Supply sufficient 


Nation’s resource is mostly low-grade and complex. 
Federal Govt. spending $1 million annually toward bene- 
fication methods 


Production has doubled since 1952; meets all present 
and anticipated needs 


Government stockpile taking all production and will 
continue to do so until 1952. No problems 


United States produces 90 per cent of its needs and pro- 
duction is expanding. 1956 output 3 times that of 1949 


Production trebled since 1948. No problem ahead 


Domestic production 3 per cent of requirements and 
dependence on Canada and Cuba likely to continue. 
No present prospect of increasing domestic output 


Production up 50 per cent since 1949 and can readily 
expand 


Domestic needs being met and imports negligible 


United States is world’s largest producer and has world’s 
largest resources 


No known cial deposits but Bureau of Mines re- 


ports gratifying progress in recovering tin from ores, 
scrap, slimes, and other tin-bearers 





Industry largely born of Korean conflict but sees 
December 1958 as begi 
marketing era 


ing of realistic production and 
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niques have aided the steel situation, they have been 
of aid in other metallic fields, including copper and 
aluminum. Improved mining processes, such as 
stripping, block-caving of low grade ores and other 
methods have increased the completeness of extrac- 
tion of metallic ores. By way of illustration, copper 
ore with less than one percent metal content is now 
profitably used. Fifty years ago, ore of three percent 
concentration was considered low grade. Like prog- 
ress has been made in the recovery of lead, zinc, 
cobalt, nickel and other metallic ores. 

Chemical metallurgy employing ammonia or acids 
as leaching agents bids to displace fire metallurgy 
for some types of metallic ores. New advances in 
chemical technology promise great time and cost 
economies, and will make possible the exploitation of 
low-grade ore deposits heretofore un-tapped. In the 
past half century, chemical technology has made two 
remarkable contributions to raw materials supply. 
One is the chemical extraction of magnesium from 
sea water, the other a process for the fixation of 
atmospheric nitrogen. 

Other chemical metallurgy achievements include 
saving of iron in making certain steels through use 
of small quantities of such alloys as tungsten and 
chromium, Thanks to chemistry, electroplating now 
requires only 40 percent of the tin formerly re- 
quired by the old hot dip method. The list would 
seem endless, incapable of cataloging. The few cited 
give a quick view of the progress made in the con- 
servation of some of the more basic metallic ores. 


Oil 


If steel be the backbone of our industrial econ- 
omy, as it is, it would be correct to describe oil as 
the blood stream. Certainly in this highly mobile 
era, petroleum is a natural resource of prime im- 
portance, Have we enough? Will our supplies be ex- 
hausted within another generation or two? What is 
being done to conserve oil lest we suffer a sort of 
industrial anemia? The first two questions cannot 
be answered with positiveness. Of conservation, 
much is known. 

Estimated reserves of petroleum stand at around 
35 billion barrels, according to data obtained form 
government sources. This estimate includes only oil 
readily recoverable under existing economic and op- 
erating conditions. With current annual consump- 
tion running around 8 billion barrels, it would seem 
that the oil supply may be exhausted in another 12 
years, even less. This would be true but for the fact 
that new reserves are being discovered, almost daily. 
It is recalled that 15 or 18 years ago Secretary of 
Interior Harold L. Ickes solemnly declared our pet- 
roleum supply would be exhausted in 20 years. To- 
day, known reserves exceed the known reserves of 
Mr. Ickes’ day. 

If one would convert recorded American oil pro- 
duction to cubic feet, he would discover that thus 
far less than two cubic miles of the “black gold” 
have been extracted from that part of the Earth’s 
crust that is the United States. Beyond question, 
there are many, many more cubic miles of oil in our 
country, The problem is one of exploration and dis- 
covery. Here we get into an economic problem which, 
unfortunately, has become a political football for 
the demagogic legislator; referred to is the 2714 
percent depletion allowance allowed the oil pro- 
ducer. Exploration, which includes the drilling of 


dry holes, involves risk and money. It is the deple- 
tion allowance which enables the oil industry to 
carry on its never-ending search for this vital re- 
source. 

The oil industry has not confined its activities to 
exploration alone. It has poured uncounted millions 
of dollars into research looking toward extracting 
from each gallon the greatest possible use. When 
the oil has been brought to the surface, new cata- 
lytic cracking processes produce a much higher yield 
of gasoline and other economically important deriv- 


atives. As the oil industry conducted its intensive re- | 


search to extract more useful products, more power, | ne 


from crude oil, engineers have designed more effi- 
cient internal combustion engines — gasoline and 
diesel — with resultant conservation of oil. A fluid 
ounce of oil in today’s diesel-electric railway loco- 
motive will move a ton of freight one mile. Today’s 
gasoline delivers more mileage per gallon, by as much 
as 20 percent, than was delivered by the gasoline 
of 20 years ago. Part of the credit goes to the oi 
industry researchists, part to the automotive en- 
gineers., 


New Sources of Oil 


The oil industry, guarding against failure to lo- 
cate new underground reservoirs through explora- 
tion, searches for other sources. Among these are 
extraction from shales and from bituminous coal 
The U. S. Bureau of Mines has, through a pilot 
plant at Laramie, Wyoming, proved the feasibility 
of gasoline production — but not lubricating stock - 
from oil bearing shale. When Congress shut ofl 
funds for the project about two years ago, the Bu- 
reau’s Laramie plant was producing gasoline which 
could have been marketed as far away as Los 
Angeles at a price of only two cents a gallon above 
that produced by the conventional cracking process. 

Closing of the Bureau’s shale oil plant has not 
stopped research. The Union Oil Company, drawing 
from the same shale source, is now operating a re- 
search plant, just a few miles distant. This plant, 
according to Bureau sources, is making “satisfac- 
tory” progress. 

During World War II Germany almost completely 
shut off from petroleum supplies, turned to coal as a 
source of gasoline, heavier liquid fuels and lubrica- 
tion. The process was expensive by normal peacetime 
standards, and is still expensive. Research, however, 
is breaking down the cost barrier to the extent that 
gasoline from coal is now possible at a price about 
seven cents above today’s retail gasoline market. In 
a few more years, the gap will be narrowed until 
the two are brought together. And we now have 
around 2,500 years of coal reserves. The statement 
may seem overly optimistic, but it can be pointed up 
that today’s automobile, based on horsepower cost, 
sells for one-half the price of yesterday’s “horse- 
less carriage.” 


Another petroleum conservation asset is the rec- 
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lamation of used lubricating oil (crank-case drain- | 


ings). For many years a waste product to be poured 
upon the ground or into the nearest sewer, oil 
drained from crank-cases is now filtered, re-refined 
and again made into a good lubricant. The recovery 
is not in any sense enormous but the reclaimed oil 
industry is today a $250 million annual operation— 
an operation that further conserves our supposedly 
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dwindling oil reserves. All in all, the life of our oil 
reserves has been lengthened considerably by im- 
provements in the techniques of finding, extracting 
and re-using the product. 

Part and parcel of the oil picture is natural gas. 
Here the researcher again runs into conflict. Vari- 
ous sources put the known reserves at anywhere 
from 30 years to unlimited. The reader should not 
accept unlimited as the end figure, nor should he see 
the end in 30 years. It is known, however, that gov- 
ernment figures on gas reserves are not too accu- 
rate. In short, there are natural gas reserves of 
many trillions of cubic feet that are not included in 
Federal reports. Like oil, the natural gas problem 
is subject to new and continuing exploration. When 


_ we find more oil, we find more natural gas. We have 


not found all of the oil, nor have we found all of 
the natural gas. 

And natural gas is contributing to petroleum con- 
servation—in many ways other than as a fuel. From 


' natural gas is extracted many derivatives that make 
| today’s motor fuels far more efficient than just a 
| few years ago. 


Like petroleum, the industrial economy is con- 


| fronted with the necessity for extensive gas explor- 


ation. And the search for natural gas is one with 
tne search for oil. Almost invariably the two are 
found together, or in close proximity. Like the oil 
producer, the producer of natural gas has, and 
needs, a 2714 percent depletion allowance to bear 
the cost of future exploration. 


Non-Ferrous Metals 


Down through the ages, necessity has been the 
mother of adequate supply and, in the sometimes 
questionable “advance” of a modern civilization, 
war, or preparation for war, has been a prime 
motivation. So it is essential in estimating metals 
requirements to give weight to the national mobili- 
zation program. 

Accelerated tax amortization, commodity loans, 
long term purchase contracts, government subsidies 
and other incentives enter into forecasting. In the 
period of cold war, supply is likely to overtake de- 
mands. This results from an attitude of “being on 
the safe side’”’; the inducements to more and better 
research, extraction, and processing are not cur- 
tailed to fit the precise pattern of the day’s needs. 
To this extent, a cold war is helpful to the national 
resource economy: never before has the Government 
been so willing to spend for the purposes of provid- 
ing increased output and creating a market for it, 
when necessary. There is nothing haphazard in this 
programming. The President’s Materials Policy 
Commission was mandated to determine the needs 
of 1975, find ways to meet them if possible; but in 
any event make certain that the Nation is informed. 
The job, in terms of years, has been segmented: 
present work is on needs for 1960, in some cases 
1962. For example, in projections worked out in 
1955, expansions of 11 per cent in lead and 75-fold 
in titanium were the need of a six-year period. 


Copper 


Copper dominates discussions touching the ade- 
quacy of industrial minerals supply. It should. The 
national economy rests heavily on this prime neces- 
sity of progress. To go back a few years, 50 per 
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cent of the domestically refined copper was used in 
1953 to manufacture wire and cable; 47 per cent 
went into copper and brass sheets, rods, bars, tubes 
and pipes; three per cent found its way into mis- 
cellaneous products, including chemicals. Before 
World War 2, the United States was considered to 
have a 30-year supply of copper. But there was a 
spurt of activity: mine production of copper jumped 
from 728,000 short tons in 1939 to 925,000 short 
tons in 1953. Industry had shuddered at the mid- 
war outlook: supplies to last only 12 years at the 
then current rate! 

The improved position came from discoveries of 
new and important copper reserves and improved 
techniques. Low grade porphyry ores added to the 
tonnage going to market when technology found a 
way to finalize them economically. Tests around the 
country established that, despite the high market 
price available, scrap copper was not being re- 
claimed in large amounts. Copper that has been in 
installations for centuries shows little wear, and 
almost nothing is lost in reclaiming. This source of 
supply is being systematically developed. Higher 
market prices have made it possible to reopen many 
copper workings abandoned in other years as un- 
economic. 

The multi-purpose aluminum has come along to 
lift much of the burden formerly carried by copper. 
Power transmission lines now use the light metal, 
freeing copper for other purposes. One of the prin- 
cipal wartime uses of copper was for ammunition; 
steel is taking over the job. But the problem is far 
from being solved. Dependence on import is much 
too high. 


Tin A Problem 


Tin is the blank spot in the metals picture. The 
United States uses one-half the world production 
and produces almost none. Research gives no en- 
couragement that sources may be found—even with 
cost of processing thrown out of the window. Use 
of electroplating instead of dipping, and substitu- 
tion of aluminum, magnesium, glass, and plastics is 
partial relief, not solution. 

The lead and zinc outlook isn’t favorable. How- 
ever, new techniques are coming into use, especially 
in the Rocky Mountain Region, and have added ma- 
terially to the domestic reserve pattern. Plastic-and- 
aluminum sheathing for cables leads in the list of 
successful substitutions. 

Every analysis of the metals supply and demand 
situation leads to the realization that the great 
resource in reclaiming scrap has been but frac- 
tionally developed. Lead is a good example. Under 
the urge of wartime necessity, reclamation moved 
ahead in giant steps. Result: we now obtain more 
lead from the scrap heaps than from the mines. 

In conclusion, this survey has been brief. Treat- 
ment has been given only to those natural resources 
basic to the country’s industrial economy. The pic- 
ture, however, is an encouraging one, pointing up 
that government and industry are both aware of our 
future needs—are alert to the necessity for never- 
ending search for new resources, continuing re- 
search for better extractive methods and for satis- 
factory substitutes in emergency situations. Always 
encouragingly in the background is the atom —a 
power source which may yet make present-day fuels 
obsolete. —END 
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Washington 





TAX CUT TALK has subsided almost to the point of 
total silence. One of the collateral results may be to 
slow the budget reduction drice, now moving at a 
speed undreamed two months ago. That enthusiasm 
was built in part on the expectation of a tax reduc- 
tion bill this year. Now that this target has been 





WASHINGTON SEES: 


With Russia already in control of the decision on 
world peace, England has taken charge of the 
basic question of world trade—open dealing with 
the communist countries—leaving the United States 
with no voice; no course of action but conformity. 

Those are the stark realities faced as the White 
House and Congress, reluctantly but it seems with 
certainty, move toward resumption of trade with 
China. President Eisenhower doesn’t like the pros- 
pect but he has taken the practical viewpoint: there 
is ne purpose in tighter restrictions on commerce 
with China than exist with respect to Russia; and 
in the long run, trade is something that cannot be 
stopped. This embraces Britain’s reasoning that 
prompted her to open the doors wide. 

Ike would like Congress to take the inevitable 
step, and responsibility; Majority Leader Lyndon 
Johnson says it’s the President's function,‘and he 
broadly hints Congress will indorse the ultimate 
decision. Senator Warren G. Magnuson is chair- 
man of the Interstate & Foreign Commerce Com- 
mittee which will handle legislation if any is found 
needed. His position is unequivocal, if shot-gunned: 
“Everybody else is doing it!” 

The American ban on all trade with China has 
produced nothing more tangible than another basis 
of division among our Allies. It hasn’t hurt the econ- 
omy of China; if sanctions are involved, they have 
been ineffective. There are many who feel the prin- 
ciple at stake, whatever it is, isn’t worth it all. 





















By “VERITAS” 


pulled out of reach, Congressmen may be less will-| 
ing to cut. Denial of Federal projects including new 
welfare programs might have had voter acceptance| 
if coupled to lower taxes. Many Congressmen ex- 
pect constituent rebellion at loss of both. 
' 
RESEARCHISTS of the Council of State Chambers of | 
Commerce say a minimum budgetary reduction of 
$4.9 billion would be necessary to create a climate 
in which tax reduction could be considered this 
year. Any less (and less is expected) would mean no 
reduction effective next year and probably none in | 
the following fiscal year. If both Houses agree on| 
all budget slashes made by either, and also refrain 
from enacting the House-approved housing bill and 
its atomic power program, Fiscal 1958 spending 
might be held to a range of tax cut possibility. That 
idealistic combination of actions is not in sight. 





SEC. BENSON has made it official: he has written to 
the House Committee on Agriculture urging legisla- 
tion to wipe out all mandatory farm price support 
floors. This would give him the same authority over 
the basic commodities (corn, cotton, wheat, rice, 
peanuts, tobacco) thae he has over more than 200 
other commodities eligible for price support. As an 
alternative, Benson asks that he be permitted to 
withhold supports until commodities drop to 60 per 
cent of parity. That would differ little from his first | 
proposition, involving full discretion. | 


INQUIRY into the monetary and financial condition | 
of the country, by the Senate Finance Committee, 
will not rush at a deadline. Senator Byrd and his 
colleagues may have preconceived notion of what is 
wrong but they don’t intend to make a prime facie | 
case and then close shop. There will be no report 
to the current session of Congress despite the fact 
that a mid-August adjournment is in sight. George | 
M. Humphrey, William McChesney Martin and W. | 
Randolph Burgess will be headliners on opening days 
of the hearings. 
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p» Defense Secretary Charles W. Wilson's order to 





Slow down the rate of Penta on procurement could develop the 
classic of false economy. That's the tenor of muirmurings 








around the White House. Congress intends to give the 
skeptics the opportunity to say the same things out loud, 
prove them if possible. Wilson based the order on grounds of 
greater efficiency in contracting and financing 
procedures. What it might do to boost the ultimate cost of 





the long-range missile ana . 
Some of the high-ups in the Defense Department. 


et bomber proerams is worrying 


——-—_ 


Wilson's opposition is formidable. On the Con- 
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his chief, 


probably knows more about air power and its procurement 
than any of his colleagues. In the Pentagon, it's even 
stronger: Air Force Secretary Douclas doesn't go along with 








in fact he is militantly opposed; Generals 


Twining and Le May, whose names rank with Mitchell, Arnold, 


Spaatz and Vandenburg in military aviation 
3um the action as "danzerous." The effects 
of the slowdown in placing orders won't be 
felt in production and delivery for more 
than a year. 

















p What the defense chief frowns on 
is basically installment or down-payment 
ourchasing. Under his order, the Air Force 
would be required to have on hand the dollars 
to pay for planes or missiles before they 
could be placed on order: cash transactions. 
Unless the cash were on hand to pay fora 
completed bomber, orders could not be 
placed for the engines, the frame or other 
parts that will be needed during the 18 to 
21 months of construction. 














> Senator Symington says this is 
the same as cutting another $3.5 billion 
out of the Air Force budget. If it cannot 
pay-as-it-goes it can't pay at all; not 
under the existing system of defense 
appropriations which has run one year into 
the next, and can hardly be abruptly 
switched without creating problems. The 
Missouri Senator translates the new method 
into a heavy cut into the build-up of B-52 
bombers and makes almost impossible the 
procurement of the new B-58s, the Nation's 
first supersonic jet bombers. Symington 
professes to be at a total loss to fathom 
where efficiency or economy enters into 


the plan. 



































p One of the collateral effects of 
the Dave Beck expose is shelving of a 
planned drive by AFL-CIO. The organiza- 
tional campaign of the early '30s was 
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predicated on the National Recovery Act 
and it brought the blue collar workers into 
trade unions by the millions. The white- 
collared workers were to receive the same 
treatment this year, but the trade union 
movement has lost much of its attraction to 
prospective new groups, as a result of the 
Beck hearings and disclosures as to where 
dues money sometimes goes. Big-scale 
organizing can be successful only in the 
proper "climate." 











p> Blue collar workers constitute 
the group between laborers and those who 
toil at desks, carry briefcases, or super- 
vise. Several craft or industrial unions 
already boast memberships of 1 million each. 
But AFL-CIO Research Director Stanley H. 
Ruttenberg makes this prediction: "The 
day will come when the white-collar workers 
will become the largest, Single organized 
group of workers in the United States." 
The reason is not difficult to find: office 
workers are becoming convinced the men and 
women in the plant are better paid and have 
better working conditions -- and they 
credit it to unionism. 











p» Walter Reuther, whose stock in 
trade is the argument that the plant worker 
cannot exist on present scales and will 
wear himself out if he must continue to slave 
five days a week, adds fire to the dis- 
content: "The white collar workers now are 


























There are plants in almost every big 
corporation where the sweeper under a union 
contract is getting more pay thana clerical 
worker in the front office." 
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* Union organizers already have 





gathered personal data and picked skeleton 





have entertained serious hope that Congress 
would go along with his suggestion that 











crews to carry the union message into 
industrial plant offices, banks, insurance 
and finance companies. Some industrial 
offices already are unionized but the other 
named groups appear to the laborites as 
fertile fields for large pickups. It's 
eaSier to organize where workers are con- 
centrated, and the bait is dangled that in 
big offices the clerk seldom sees the boss 
and he needs a spokesman. But the big 
objective, the one that's relied on to bring 
in women office workers by droves is equal 
pay for both sexes. 




















p> Ihe Senate is treading on dan- 
gerous ground while trying to divine a 
source of strength for a sagging home 
building market. The proposal to reduce the 
down payments on homes financed with an 
FHA-insured mortgage may cause trouble. 
The Senate favors rates even lower than the 
President asked and below what the House 
has voted == and the House has been 
conspicuously generous in this direction. 
Low down payments would encourage home 
buying and, in turn, home building. But 
there clearly is a point of diminishing 
return from this policy. When the buyer's 
equity gets down to close to nothing at all, 
his higher interest payments, coupled with 
taxes, insurance, utilities and other 
costs of home ownership boost the total 
far above rent levels. That removes one of 
the attractions of home ownership for those 
who intend to buy and pay off; it invites 
into the market those who will walk away 
when inconvenience sets in. 





















































» Ihe new Secretary of the Treasury, 
Robert B. Anderson, is a "Texas democrat," 
the first official announcement of his 
appointment declared. That was corrected 
by Secretary James C. Hagerty, who explained 














also is a registered republican. It appears 
that he was a resident of Texas when he 
was appointed Secretary of the Navy; an 
Eisencrat, or democrat openly supporting 
Ike. So instead of a Texas democrat in one 
of the key Cabinet positions, the White 
House had installed 2 New York republican. 
Which seemed to meet every criticism, real 
or captious. Except that Secretary Anderson 
doesn't live in New York; he resides in 
Deer Park, Connecticut. 




















> President Eisenhower could not 
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he be given "item veto" power over appro- 
priations bills. He must have known the 
history of that issue -- a century-old 
chestnut that has been polished off half a 
dozen times in the past when Presidents 
have sought to give public emphasis to a 
declared economy purpose. Ike first trotted 
it out April 18 ina letter to the Speaker 
of the House. Linked to a promise of money 











saving, it had popular response around the | 


country. The President was quick to 
capitalize. On May 24, he said: "If the 
item veto existed right now, I could easily 
do some serious expense cutting." 








» But President Eisenhower was far 
from the first to request such authority and 
to receive a flat turn down from Congress. 
Presidents of both parties, starting with 
Grant, and including Hayes, Arthur, 
Wilson, Franklin D. Roosevelt and Truman, 
have favored the item veto. It was part of 
the Constitution of the Confederate States 
in 1861. That's where Grant got the idea. 
Georgia and Texas wrote similar provisions 
into their organic acts many years ago. 
Today, 40 states permit their Governors to 
veto items in appropriation bills. Purpose 
is to provide a means by which "riders" 
and extraneous or log-rolling projects 
can be weeded out. Billions of dollars 
could be saved if some one had power to pick 
and choose among strictly local projects, 
of little or no national purpose, and 
discard them. 
































p Since it cannot be questioned 
that savings would result, the query 
naturally arises: Why not adopt it? The 
answer for 100 years has been, it would 
destroy the constitutional system of checks 
and balance. The President would have 
power to rule the legislative process down 
to fine details. He would have a club to 
hold over the heads of Congressmen to 
enforce his will in the entire field of law 
enactment. In close districts he could 
decide who would be elected, by granting or 
vetoing a federal project; and there are 
enough close districts to permit the 
President to fix the makeup of a con- 
gressional majority. To a lesser degree, in 
any district he would have strong persuasive 
influence. And, lastly, the responsibility 
for appropriations would be divided -- 
no one could be brought to accountability. 
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—at the CROSSROADS of DECISION 


By JOHN 


France is down but certainly not out. The fact 
that the country has just gone through her twenty- 
third postwar Cabinet crisis is only a superficial 
reflection of her present difficulties. The cause lies 
much deeper and the banner-headline attention paid 
by most American newspapers to every Cabinet 
change in France is only likely to lead people into 
mistaking a subsidiary symptom for the actual 
disease. 

In practice, a new Cabinet seldom means a new 
policy. Usually it is just a matter of regrouping 
existing forces. This has made it possible for France 
to have about as much continuity in her basic policies 
as many countries with a much higher degree of 
ministerial stability. But this very lack of genuine 
change is also a reflection of France’s political 
tragedy. For it means that many important problems 
are never really solved. If a Cabinet falls because its 
policy on some vital matter is not acceptable to 
Parliament, it is very rarely succeeded by an articu- 
late opposition with a specific program of its own 
and the majority support of parliament. 

The reason for this lies largely in the fact that 
the Communists hold 150 parliamentary votes (the 
biggest single bloc) and the extreme right-wing 
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Poujadists have 40 votes. Since all other parties 
reject the support of these two ultra groups, France 
can, for the time being, only be governed by an amor- 
phous coalition ranging from the non-Communist 
Left to the moderate conservatives. Since a govern- 
ment needs the support of nearly the entire spectrum 
of French politics, with the exception of the two 
extremes, in order to survive, its freedom of action 
on important issues is usually quite circumscribed. 
It is therefore unlikely that the new Cabinet of 
M. Maurice Bourges-Maunoury is going to be really 
different from the Mollet government in which 
M. Bourges-Maunoury was defense minister and a 
staunch supporter of his chief on all essential ques- 
tions. In fact, it is said that the new Premier is the 
personal choice of his immediate predecessor. 

But no matter who governs France in the months 
ahead, he will not be able to stay in power by merely 
emulating his predecessors’ technique of procrasti- 
nating and muddling through. For France has now 
reached a point where she has no choice but to face 
up to a number of major problems. These are the 
Algerian issue, the rate of domestic economic expan- 
sion, the real value of the franc and French niember- 
ship in the Common Market. France must make her 


c 
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decisions on all of these problems since they are 
interrelated and can therefore not be solved sepa- 
rately. Furthermore, for a number of reasons, most 
of the decisions will have to be made within the next 
several months. 

The most complicated issue is, of course, the 
Algerian one. Algeria is a bundle of contradictions. 
It is fighting a colonial war yet it is not a colony but 
part of Metropolitan France. Its nine million Arab 
inhabitants are French citizens yet they have never 
been fully enfranchised. It demands the same recog- 
nition of independence which France has been willing 
to accord to neighboring Tunisia and Morocco but 
since Algeria contains some 1.2 million white French 
settlers most of whom have friends and relatives in 
European France, its future is as much a domestic 
as a colonial problem. In the past, Algeria has never 
been of great economic importance to France but 
the recent discoveries of vast oil and other mineral 
deposits in the Sahara have suddenly provided an 
additional argument as to why Algeria should re- 
main French. (The new Premier has given added 
emphasis to this by creating a Cabinet post for 
Saharan Developments.) 

So far, France’s policy in Algeria has been to 
suppress the rebels by force and to promise free 
elections once peace has been restored. This approach 
has been rather unsuccessful up to now, as has been 
shown by the recent horible massacre of 300 Moslems 
by the rebels for allegedly having displayed some 
pro-French feelings. 

Thus, there is now general agreement on at least 
one point, namely that new and drastic measures 


must be taken at once. As the newspaper Le Monde 
puts it, the new premier must make a choice be- 
tween peace and war in Algeria, Either the rebels 
will have to be surpressed by much sterner and 
costlier military operations (this is predicated on 
the belief that the bulk of the Algerian people is 
not really on their side) or Algeria will have to be 
granted some sort of independence. 


So far, all parties except the Communists are 
opposed to the idea of independence. But the costs 
of the Algerian war are already staggering. In fact 
they are one of the main reasons for France’s cur- 
rent economic plight. This year the maintenance 
of power in Algeria will cost France some $1.2 bil- 
lion. Last year the figure was $900 million and in 
1955 it was still a relatively modest $135 million. 
Since, unlike the time when France fought for her 
Indo-Chinese possessions, not a penny of this ex- 
penditure is financed by the United States, it means 
that France must now channel some 10 percent of 
her total budget into the Algerian struggle. 


Until this year the effect of this expenditure was 
ielt only indirectly by most Frenchmen since it had 
been financed mostly by loans. But now the govern- 
ment has no other choice but to cut back other ex- 
penditures and impose new taxes in order to close 
the widening budget deficit. The Mollet govern- 
ment was defeated for doing just this in the form 
of a major austerity program which would have 
brought about a $400 million increase in taxes and a 
$700 million cut in Government spending. But its 
defeat was only the reflex reaction of a parliament 
conditioned to ignore as long as possible the obvious 
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Industrial Production Figures for 
Major Commodities, 1955-56 


Industry 1955 1956 
Coal 1,000 metric tons 57,388 57,384 
Electricity 1 million kw.-hr. 46,548 50,796 
Crude petroleum 1,000 metric tons 25,092 26,803 
Pig iron do 10,956 11,496 
Crude steel do 12,588 13,392 
Motor vehicles 


thousand 724 826 


Principal Industrial Production Indexes, 
Monthly Averages, 1955-56 
[1938 equals 100] 














Industry 1955 1956 
Combined index 166 181 
Electricity 239 260 | 
Solid fuels 117 120 | 
Metal ore extraction 152 160 
Metals production 206 219 
Iron and steel 200 211 
Metals fabrication 197 224 
Automotive industry 280 323 
Chemicals 201 217 
Building materials 175 183 
Paper and paperboard 156 170 
Glass 190 219 
Building 147 144 

















U.S. DEPARTMENT OF COMMERCE 


French Foreign Trade, by Monetary Areas, 
1955-56 
[Millions of dollars] 
Moneiary area 955 1955 
Exports 

All foreign countries 3,318.0 3,145.2 
Overseas France 1,527.6 1,490.4 
Total 4,845.6 4,635.6 

Of which: 
European Payments Union 2,350.8 2,281.2 
Sterling area 578.4 508.8 
Dollar area 315.6 344.4 
United States 204.0 223.2 
Imports 
All foreign countiies 3,565.2 4,326.0 
Sverseas France 1,167.6 1,320.0 
Total 4,732.8 5,646.0 
Of which: 

European payments Unicn 2,535.6 2,964.0 
Sterling area 1,191.6 1,290.0 
Dollar area 566.4 799.2 
United States 462.0 680.4 























relationship between the efficient execution of a 
policy and the amounts appropriated for it. At heart 
most deputies know that the new government must 
again ask for approximately the same budgetary 
measures if it is to carry out the same policy. Thus, 
the Algerian struggle is about to change from a lofty 
idea into a pocketbook issue for the average voter 
and his deputy. 

This is likely to have a profound effect on the 
whole problem. For the shopkeepers and the workers 
who now become emotional at the thought of the 
Tricolor no longer flying over Algiers and Oran may 
take a much more detached look at it if they have to 
pay for it out of their earnings. The recent 48-hour 
railroad strike and the 10 percent increase in miners’ 
wages have shown that the workers, for one, are 
not prepared to see their living standards cut down 
in order to pay for the French military effort in 
Algeria. Large business also has a direct stake (aside 
from higher taxes) in ending the military pacifica- 
tion of Algeria, For under present conditions of 
absolutely full employment the 400,000 French 
draftees currently stationed in Algeria are badly 
needed in civilian occupations to maintain the coun- 
try’s rate of industrial expansion. 

To be sure, none of the above should be taken as 
a definite sign of a change in French policy towards 
Algeria. But it does mean that from now on all 
Frenchmen will be directly involved in carrying the 
burden of their country’s North African policy. 

Whatever decision France makes in Algeria is 
bound to have a direct effect on the state of her do- 
mestic economy. France is currently sunning herself 
in the pleasant warmth of internal prosperity. Unem- 
ployment is non-existent, industrial production has 
increased by 10 percent both in 1955 and in 1956 
and by 9 percent in the first quarter of this year 
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and the price level is, on the whole, not being pushed 
up by inflation. This prosperity is genuine, although 
in the case of the price level it was partly helped by 
extensive and costly tax relief on a large number of 
consumer goods in order to keep the official price 
index below the point at which workers would receive 
an automatic wage increase. 

The question anxiously asked now is how long will 
this prosperity last? The answer, again, leads to 
France’s Algerian policy. For most students of the 
French economy have long held that it is not strong 
enough for both prosperity at home and a billion 
dollar military venture overseas. But even if there 
were no Algerian problem, the present prosperity 
would still not have a firm foundation. For France, 
like most other European countries, is not self-suffi- 
cient and can therefore only expand by increasing 
her imports which, in turn, can only be paid out of 
higher exports. However, the gap between France’s 
imports and exports has been rising at a dizzy speed 
over the past 18 months so that today most of the 
country’s foreign reserves are exhausted and only 
immediate foreign assistance —in the form of new 
credits from the European Payments Union, the 
withdrawal of the balance of France’s deposit with 
the International Monetary Fund and, perhaps, a 
one-year waiver of French interest payments to the 
U.S. —can prevent a break-down of her economy. 
How rapidly the country’s gold and exchange reserves 
are shrinking is shown by the fact that for 1956 the 
Bank of France reported a $776 million decline while 
in the first five months of this year they were down 
by a further $500 million. 

The main cause of this decline is, of course, the 
rise in imports and the relative stagnation of exports. 
In 1955 France still had a favorable trade balance 
of $108 million with (Please turn to page 431) 
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What’s Ahead for the 
NATURAL GAS INDUSTRY? 


By OWEN ELY 


r 

The gas utility stocks have done reasonably 
well in the past year, despite the failure of Congress 
(thus far) to enact the controversial natural gas 
bill. The change from a year ago is shown by the fol- 
lowing representative data: 


May 31 A Year Per Cent 
1957 Ago Increase 
Gas Transmission Stocks 126 100 26% 
Gas Distribution Stocks 103 100 3 
Electric Power Stocks 106 100 6 


Regarding industry earnings, the latest figures 
compiled by the Federal Power Commission for 37 
pipe-line companies which contribute about half of 
the total industry sales, do not make a very favor- 
able comparison with last year. In March, for ex- 
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ample, due to warm weather and higher field costs, 
revenues gained 10.8% while net cost of purchased 
gas advanced 17.5% and net income declined 7.7%. 
For the 12 months ended March the showing was a 
little better, with a gain of 12.3% in revenues, 17.3% 
higher cost of gas, and a gain in net income of 1.5%. 
Recent share earnings reports for individual com- 
panies have been spotty, with the following results 
for recent 12 months’ figures (including some calen- 
dar year 1956 reports) : 

Number of Companies Reporting 
Increase Decrease No Change 
Pipe Lines 5 3 - 
Integrated Companies 9 10 2 
Retail Distributors 24 13 1 
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Statistical Summary of Natural Gas Companies | 
PIPE LINES (Some Production) 
Earnings Per Share Price- } 
Yearly - Ist Quarter-——— Dividends Per Share Recent Div Earnings Price Range | ‘ 
1955 1956 1956 1957 1955 1956 Price Yield Ratio* 1956-1957 | ' 
; = i 
Mississippi River Fuel $2.02 $2.33 $ .54 $ .57 $1.35 $1.60! 37 4.3% 15.8 3778-30'8 | i 
Southern Natural Gas 2.37 2.35 na .62 1.65 2.00! 44 4.5 18.7 46'8-33'8 | ' 
Tennessee Gas Transmision 1.76 1.93 46 .38 1.40- 1.40 35 4.0 18.1 3678-2634 | 
Texas Eastern Transmission 2.11 2.05 76 56 1.40 1.40 25 5.6 12.2 278-24 } 
Texas Gas Transmission 1.74 217 65 58 1.00- 1.00- 22 45 10.1 25 -21'% 
Transcontinental Gas P. ‘. 1.15 1.32 31 41 70 1.00! 20 5.0 15.1 2034-1614 | 
INTEGRATED COMPANIES 
American Natural Gas $3.33 $4.34 $4.03" $3.90" $2.10 $2.60! 59 44% 13.6 7014-5578 | 
Arkansas Louisiana Gas .93 1.53 59 61 50° 1.20! 24 5.0 15.6 25 -1658 
Colorado Interstate Gas 5.23 5.09 1.69 1.50 1.25 1.25 67 418 13.1 81 -54 
Columbia Gas System 1.08 1.44 .80 76 .90 1.00! 17 5.8 11.8 18 -15%4 
Consolidated Natural Gas 2.86 3.33 1.94 2.20 1.50 1.90! 47 4.0 14.1 4812-3434 
El Paso Natural Gas 1.53 2.11 66 59 1.00 1.30! 39 3.3 18.4 40 -21'2 
Lone Star Gas 2.14 2.19 1.96 1.79 1.40 1.80! 35 5.1 15.9 3658-28 
Montana-Dakota Utilities 1.46 1.42 73 73 1.00 1.00 25 4.0 17.6 28 -22's 
National Fuel Gas 1.57 1.64 1.08 1.03 1.00 1.10! 19 SJ 11.5 2178-1812 
Northern Natural Gas 3.20 3.60 1.47 1.54 2.05 2.60! 57 45 15.8 5872-41 
Oklahoma Natural Gas 1.80 2.14 2.25% 2.05" 1.20 1.50! 27 5.5 12.6 29\8-23'8 
Panhandle Eastern Pipe Line 2.50 2.75 85 82 1.43 1.80! 51 3.5 18.5 5612-37 
Peoples Gas Lt. & Coke 2.85 3.07 1.57 1.44 1.75 2.00! 46 43 14.9 4958-3634 
United Gas + Corp. . 2.03 2.28 75 89 1.50 1.50 36 4.1 15.7 3832-288 
| RETAIL DISTRIBUTORS 
Brooklyn Union Gas $2.70 $2.83 $1.51 ; $1.47 $1.80 $2.00 36 5.5% 12.7 37 -32'%4 
Laclede Gas Co. 97 1.21 1.20% 1.123 .63 .80 15 5.3 12.3 1678-14" 
| Northern Illinois Gas 1.22 1.44 1.37% 1.34% .80 88! 18 4.8 12.5 20%s-16 
Pacific Lighting 2.71 2.84 2.84% 2.54% 2.00 2.00 36 5.5 12.6 40 -35's 
United Gas Improvement 2.15 2.46 1.04 1.04 2.00 2.00 37 5.4 15.0 4112-35" 
Washington Gas Light 2.97 3.04 3.21% 3.13% 2.00 2.00 37 5.4 12.1 4012-37 
*—Based on 1956 earnings per share. 1_Indicated 1957 rate. 2_Plus rare %—12 mos. ended Mar. 31. 
na—Not available. 
Pipeline Companies Montana-Dakota Utilities: Share earnings record as utility medicre (trend 
ee Fuel: Pipeli ae . . slightly downward past two years), but has large acreage in Williston 
Miss'ssippi River Fuel: Pipeline, wholesaler and production company with Basin and will reecive oil income next year. Convertible debenture issue 
excellent growth record, share earnings up shorply past three years. Com- planned. (H) 
pany extending non-utility lines—exploration and development, petro- 
chemicals, etc. (H) National Fuel Gas: Cld line company serving principally Pennsylvania and 
- ~ ‘ New York, has irregular record although share earnings increased in past 
Southern Natural Gas: Popular ‘’growth”’ stock with fine long-term record three years. Dividends paid since 1903. Low earnings multiple, good yield 
—spin-ofts, splits, etc. 1956 share earnings off slightly due to increased H) 
: z ane > , 
chares. Pushing off shore drilling, and acquiring large refinery. (4 Northern Natural Gas: Expanded almost seven-fold since 1945, but still 
T Gas Tr ion: Dynamic record of expansion with revenues has excellent growth possibilities if added gas obtainable. Share earnings 
up fivefold in six years. Pres. Gardiner Symonds plans to invade middle 7 = Steg “ ‘ 
west with big new competitive pipeline, bringing gas from Canada if up sharply past two years following earlier irregularity. (H 
FPC approves. (H) Oklahoma Natural Gas: Intrastate company with no FPC regulation. Mod 
Texas Eas‘ern Transmission: Rapid growth pipeline, with good share earn- erate growth, with good gains in share earnings in recent years. Good 
ings record in recent years. Requesting FPC approval to convert Little Big yield, mderate price-earnings ratio. (H 
Inch Line to be oil products carrier, asking for $11 million rate increase. Panhandle Eastern Pipeline: One of the popular “growth” stocks selling at 
May issue convertible preferred stock. (H) generous earnings multiple. Earnings include substantial amounts collected 
Texas Gas Transmission: Share earnings record unfavorable in 1951-2 but under bond; stock weak recently, following Colorado Interstate decision 
in uptrend later. Stock sells at relatively low multiple of earnings, but (H) 
payout is also quite low. Dividend increase possible. (H) Peoples Gas Light & Coke: Large, conservative integrated system or 
Transcontinental Gas Pipeline: Major pipeline servicing New York-Phila- in Chicago area and wholesaling to other utilities. Earnings aroun 50 
delphia area. Sizeable expansion procram under way. Share earninas in- in 1946-50, declined to $2.14 in 1952, later advanced steadily to $3.07 
creased steadily in past four years; 1957 expected to show $1.45 or better Big expansion plans, subject FPC approval. (H 
vs. $1.32 last year. (H) United Gas Corporation: Very large Gulf Coast system with good growth 
Integrated Companies record, fairly consistent uptrend in share earnings since 1949. Substantial 
. _ crude producer, well diversified. Some revenues under bond, subject FPC 
American Natural Gas: System transports gas from Texas-Louisiana to decision. (14) 
Detroit-Milwaukee area. Fine growth record, though March share earnings ’ Retail Distrib 
affected by stock dilution and warm weather. (H) etail Distributors 
Brooklyn Union Gas: Hurt by high fuel costs in early postwar period 
Arkansas Louisiana Gas: Expanding oil and gas exploration, other non- deficit 1947). After conversion to natural gas, earnings in good uptrend 
utility business. Rate difficuities of past year now pretty well ironed out. Acquisition of new territories and aggressive househeating campaign are 
Earninas irregulorly lower in 1949-54 but gained sharply past two years. favorable long-term factors. (H) 
Spin-off of production interest possible. (H) Laclede Gas: Serves St. Lovis area, with favorable loads and expanding 
Colorado Interstate Gas: Share earnings, irregular 1948-53, jumped from house-heating business, aided by new underground storage. Share earn 
$1.45 to $5.09 in 1953-6. However, substantial amount ‘‘collected under ings in good uptrend in past two fiscal (September) years, but dipped in 
bond,”’ hence seem vulnerable under recent tentative FPC decision. Very 12months ended March 31 due to poor heating season. (H) 


large gas reserves. (N) 


Northern Ilinois Gas: Former gas division of Commonwealth Edison. Major 
Columbia Gas: Large system, heavy postwar growth, but share earnings 


problem to acquire additional gas to satisfy househeating demand. Share 














erratic in 1948-55. In 1956 important rate cases were compromised and earnings in sharp uptrend in 1955-6 but weather forced recent set-back. 
earnings gained sharply to $1.44. New rate proceedings now starting. Stock seems reasonably priced about 13.4 times earnings. (H 
Attractive yield, market stability. (H) Pacific Lighting: Large old-line system serving southern California (com 
Consolidated Nat. Gas: Very large northeastern system with conservative mon dividends since 1909). Subsidiaries hurt by rising cost of oil, seek 
capital structure and dividend policy. Share earnings record irregular, substantial rate increases. Earnings 12 months March down but stock 
with sharp gain last year, and growth prospects seem good. (H) seems reasonably priced in relation to earnings, dividends. (H) 
El Paso Natural Gas: Record expansion from $9 million revenues in 1946 United Gas Improvement: Former conservative holding company, dividends 
to $222 million last year. Share earnings somewhat irregular 1949-54, since 1885, high equity ratio. Mediocre record of earnings, growth retarded 
increased sharply 1955-6. Still expanding rapidly, but cost of financing somewhat by difficulties of anthracite coal industry. Improved share earn- 
higher. (H ings past two years. (H 
Lone Star Gas: Conservative old-line company, postwar revenues more Washington Gas Light: Old line, dividends since 1866. Business principally 
than tripling. Outlook continues favorable. (H) residential, —— Share earnings quite stable around $3. Attractive 
yield of 5.3% 
RATING: (H)—Hold; (N)—Neutral. 
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Comprehensive Statistics Comparing the 











PLANT VALUE (MILLIONS) GROSS 
Depreciation Reserve 
Net Plant Account 


CAPITAL RATIOS % 

Funded Debt to Total Capitalization* 

Preferred Stock to Total Capitalization 

Common Stock & Surplus to Total Capitalization 


ANALYSIS OF REVENUES % 

Natural Gas (Prod., Transmission & Distrib.) 
Oil Production & Petroleum Products 
Gasoline & Other Refined Gas Products 
Miscellaneous Other Revenue 


INCOME ACCOUNT (Consolidated) 

Gross Revenues (Millions) 

Natural Gas & Petroleum Prod. Purchased 
Operating Expense 

Maintenance 

Depreciation, Amort., and Depletion 
Development Expense 

Federal Income Taxes 

Net Operating Income (after all taxes) 
Gross Income 

Fixed Charges (Less Int. Credit on Construct.) 
Net Income 


EXPENSE RATIOS (%) 

Ratio Depreciation to Gross Revenues 
Maintenance to Gross Revenues 

Combined Deprec. Depl. & Maint. to Gross Rev. 
Development Expense (Explor. Dry Holes, etc.) 
Operating Ratio (Including taxes) 


EARNINGS RATIO 
No. of Times Fixed Charges Earned after Taxes 


COMMON STOCK—Dividend Pay-out (%) 


*—Includes Bank Loans for some companies. 
1—Combined operation and maintenance expenses. 


Pipe Lines——____——_ 








Trans- 
Southern Tennessee Texas Texas Continenta! 
Natural Gas Eastern Gas Gas Pipe 
Gas Transmission Transmission Transmission Line 
$212 $1,046 $581 $216 $380 
50 137 85 a4 48 
162 909 496 172 332 
55 64 62 64 69 
16 12 9 12 
ekecunee 45 20 26 27 19 
97 72 97 100 100 
2 24 
1 4 3 
$ 80 $ 267 $175 $ 80 $ 88 
33 110 85 40 31 
10 43 23 9 14! 
2 7 3 2 
8 30 17 6 10 
2 1 
7 17 14 7 10 
13 50 28 11 19 
14 52 29 1 20 
4 19 12 4 8 
10 35 17 7 12 
10 11 9 8 11 
2 2 2 3 
12 14 11 11 
3 1 
83 84 83 86 77 
3.5 2.6 2.4 2.8 2.8 
85- 72 68 46' 75- 


*—Based on 1957 dividend rate. 
3—Plus stock. 








Principal market interest in the past year has 
been in the pipe line and integrated gas systems, 
especially the new companies in the Pacific North- 
west and Canada—speculative buying has been ram- 
pant. Interest in U. S. pipe lines has been concen- 
trated largely in the middle west and Pacific Coast 
companies. 

There has been a considerable backlog of unsatis- 
fied demand for house-heating gas in the middle 
west, and several big pipe line systems have been 
planning aggressive construction programs to bring 
more gas into the area and satisfy this demand. 
Peoples Gas is constructing a 350-mile extension to 
Jack and Wise Counties (Texas) to obtain gas from 
that source, and the company also has joined a group 
to do offshore drilling in the Gulf of Mexico. The 
company is also anxious to build a connecting link 
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to Colorado Interstate Gas at Beatrice, Nebraska 
(Colorado would build a line to that point). to obtain 
a substantial amount of gas from the Rocky Moun- 
tain fields and the Texas Panhandle. The latter 
plans have not yet been approved by the Federal 
Power Commission however, As a result of these 
developments and the 4-for-1 stock split (delayed 
for many years), the stock advanced to the equiva- 
lent of nearly 200 for the old shares or 50 for the 
new, as compared with last year’s low of 147. It 
recently receded a little to around 4614. 

There has also been considerable interest in Ten- 
nessee Gas Transmission, one of the more dynamic 
pipe line systems which has enjoyed tremendous 
growth. The company now plans another big expan- 
sion by building the Midwest Pipe Line from Ten- 
nessee to Canada, connecting up with the new Trans- 
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Position of Leading Natural Gas Companies 





Integrated Companies 





Retail Distrib. __— 


American Columbia Consolidated El Paso Lone Northern Panhandle Peoples United Brooklyn 
Natural Gas Natural Natural Star Natural Eastern Gas Light Gas Union Pacific 
Gas System Gas Gas Gas Gas Pipe Line & Coke Corp. Gas Lighting 
$649 $843 $588 $795 $340 $426 $282 $566 $746 $129 $626 
99 198 170 126 104 89 86 159 215 33 112 
550 645 418 669 236 337 196 407 531 96 514 
70 57 33 64 50 55 60 54 57 51 37 
13 9 5 3 24 
30 43 67 23 50 36 35 43 43 49 39 
100 98 97 84 82 96 97 95 82 100 100 
2 7 7 1 7 
7 8 2 2 6 
3 2 3 a 2 5 
$158 $343 $265 $221 $ 95 $113 $112 $169 $272 $ 58 $224 
34 164 121 81 19 35 50 40 113 14 
41 59 54 aa 22 20 15 54! 61! 16 147! 
9 13 8 7 5 3 3 a 
15 19 14 26 10 13 9 17 24 a 11 
2 4 
19 28 25 57 9 16 11 21 15 6 18 
27 42 31 43 18 20 20 20 42 7 27 
28 42 32 a4 18 21 23 26 42 7 27 
12 12 3 17 a 6 a 8 1 2 5 
19 29 27 26 1s 15 19 15 29 5 21 
10 6 5 12 11 12 8 10 8 a 5 
5 a 3 3 5 3 3 8 
15 10 8 15 16 15 11 12 
2 1 
82 87 88 80 81 81 81 87 80 87 88 
2.4 3.5 7.9 2.4 4.5 3.7 5.4 3.2 3.8 3.7 4.9 
60- 77° 57° 61° 82° 72° 65" 65- 65 70 70 








Canada Pipe Line. Gardiner Symonds is also seeking 
gas in the Texas-Louisiana tidelands, but has en- 
countered some difficulties as to price. The stock 
advanced from last year’s low of 2634 to a recent 
high around 36. Northern Natural Gas, already well 
established in the middle west, also has substantial 
plans for expansion and the stock rose from last 
year’s low of 41 to a recent high of 583% from which 
it has receded moderately. 

The stock of an aggressive western pipe line, 
Colorado Interstate, had a big advance from 54 last 
year to a recent high around 81 but has broken 
sharply in recent weeks to around 65 on a very 
unfavorable rate decision (discussed elsewhere in 
this article). 

Meanwhile the stocks of the gas retailers have 
been comparatively quiet. Brooklyn Union Gas, for 
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example, despite continued earnings improvement 
and substantial plans for increased househeating 
sales and expansion in Staten Island, advanced only 
from 3214, to 363. Alabama Gas, plagued by a proxy 
fight, declined from this year’s high of 347% to 30% 
despite good earnings gains in the past three years. 
South Jersey Gas, whose share earnings have ad- 
vanced steadily from 99¢ in 1952 to $2.12 in 1956, 
has shown only a moderate advance of 3 or 4 points 
in the past year. 

The real market excitement has been in the new 
pipe line and gas retailing stocks in the Pacfic North- 
west and Canada. The first of these was Pacific 
Northwest Pipe Line. In April 1955 units consisting 
of a $60 interim note and one share of common stock 
were sold for $72, The common stock had a big 
advance and early this (Please turn to page 432) 
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Evaluating the Position of the 
1957 MARKET LEADERS 


—What Is Behind Their Advance 
-and Where They Stand To-day 


By HAROLD M. EDELSTEIN 


A close look at thirty-two stocks that have led 
the market in percentage gains so far this year offers 
some valuable insights into the never-ending quest 
for market profits. 

Since the beginning of the year, the market as 
measured by the Averages has literally gone no- 
where. The Magazine of Wall Street’s 300 stock 
index has advanced only 2%, from 335.8 at year-end 
to 342.2 at the close of the month of May. Similarly, 
the Dow-Jones Industrial average gained a meager 
1%, moving from 449.47 on December 31, 1956 to 
504.93 on May 31, 1957. Yet the thirty-two market 
leaders we discuss here have all advanced at least 
thirty percent and some have done considerably 
better than that. Certainly one needs no better proof 
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that the averages are not the market—that individual 
issues move independently for specific reasons in 
each case. 

Obviously there are individual reasons why each 
stock has out-performed the general market, but we 
will see that as a group most of these stocks present 
some striking similarities that explain their per- 
formance. 

Perhaps least surprising of our findings is that a 
majority of the companies are in industries that 
have either out-performed the general economy or 
the market. Understandably, the Oil group, reflecting 
its excellent position and generally increased earn- 
ings this year, is the most heavily represented, with 
six stocks—Royal Dutch, Gulf Oil, Texas Co., Sea- 
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Statistical Comparison of 32 Market Leaders 
No. of Percent 
Points Gain 
Gain From from 1957 
Recent 1957 Low Low to Earnings Per Share DividendsPer Share Price Range Price Range 
Price to Recent Recent Ist Quar. Indicated 1956 wa" 
ss Price Price 1955 1956 1957 1955 1956 1957 High Low High Low 
Addressograph-Multigraph 172 40 30% $7.86 $8.34 $6.60! $4.00’ $4.00° $4.00° 154 -108 175 -132 
Aluminium, Ltd.‘ 46 9 24 1.61 1.85 -50 71 78 .90 50 - 33% 47%- 37's 
Amerada Petroleum 139 34 32 4.02 4.20 1.39 1.75 2.00 2.00 121'2- 91'2 14034-10412 
American Cyanamid> 43 10 30 2.03 2.10 -62 1.25 1.37%2 1.50 3934- 3042 43\2- 33% 
Black & Decker 63 16 34 4.10 5.17 3.12- 1.00° 1.25° 1.40 5034- 327% 6434- 46% 
Burroughs Corp. 47 13 38 1.97 2.35 53 1.00 1.00 1.00 4672- 28'2 4772- 337% 
Carpenter Steel 67 16 31 4.09 6.79 5.99% 1.87%2 2.80 2.80 65'2- 385% 72\2- 50%2 
Cooper Bessemer® 35 9 34 1.34 3.71 1.01 50 1.00° 1.60 29'4- 1058 3934- 257% 
Corning Glass 89 31 53 2.76 2.72 .57 1.50 1.50 1.50 872- 601% 9934- 57% 
Dresser Industries 56 13 30 2.57 3.97 2.104 1.25 1.51 1.80 5052- 247% 5734- 42% 
Eastern Gas & Fuel Associates 40 12 42 1.56 3.61 1.42 70 1.40° 1.60" 37%- 1558 40 - 27% 
El Paso Natural Gas* 39 9 30 1.53 2.11 59 1.00 1.07 1.30 31'2- 21% 40 - 29% 
Fansteel Metallurgical 59 14 31 3.00 4.20 1.08 75° 1.00° 1.00° 532- 31 62'4- 44% 
Foster Wheeler 50 14 38 2.19 1.81 1.02 1.60 1.60 1.60 4134- 30% 5234- 355% 
General Tire & Rubber 82 26 46 7.67 6.91 1.95 2.00° 2.00° 2.00 6634- 4714 93%4- 55% 
Georgia-Pacific Corp. 35 9 34 2.54 2.37 60 50° 82° 82° 41 - 18 35%8- 2534 
Gulf Oil — 148 40 37 8.19 9.54 3.20 2.25° 2.50° 2.50° 147'2- 8352 152 -107'2 
Lukens Steel? 99 53 115 2.70 7.87 3.53 .66 2.00 3.20 61 - 14 110%2- 4534 
McGraw-Edison 45 13 40 2.26 3.06 89 1.00 1.00 1.40 41%- 2312 47 - 32 
Minneapelis-Honeywell 98 24 32 2.99 3.40 79 1.50 1.75 1.75 90'2- 58 98'2- 73'2 
Minnesota Mining & Mfg. 78 20 34 2.07 2.30 58 .82'2 .97'2 1.20 7534- 52'2 78'2- 58 
Outboard Marine* 30 7 28 1.22 1.68 .87- 43 .60 .66 265s- 13% 31%s- 233% 
Royal Dutch Petroleum 54 14 37 4.42 4.97 1.436 84 1.05 1.05 46\4- 317% 542- 39% 
Seaboard Oil 73 18 32 2.31 2.56 93 1.00 1.00 1.00 7034- 5234 74 - 54% 
Smith (A. O.) Cerp. 83 22 36 6.01 7.10 6.61! 2.20 2.80 2.80 67 ~- 50'2 83 - 60% 
Texas Company 74 19 34 4.79 5.51 1.58 2.1242 2.35 2.45 70 - 53% 75 ~- 54% 
Texas Gulf Producing 45 13 40 1.72 1.46 49 71 .60° .60 51 - 372 49'2- 32 
Texas Instrument 24 8 50 50 72 25 1838- 1158 2478- 157% 
Universul-Cyclops Steel 77 29 60 6.39 7.78 1.76 2.50 2.50 2.50 65 - 41% 8538- 4712 
Warner-Lambert Pharm. 59 16 37 4.07 4.50 1.25 1.70° 2.00° 2.50 49\4- 4014 60'2- 42% 
West Indies Sugar 62 20 47 1.41 1.15 1.00 1.00 1.00 44 - 20% 6432- 41% 
Zenith Radio 116 24 27 16.31 12.55 3.35 5.00 5.00 5.00 1414-101 121'%4- 91% 
*—As of May 31, 1957. 4—6 months ended 4-30-57. 
**—To May 31, 1957. 5—Plus stock. 
1—9 months ended 4-30-57. 6—Based on 60,818,280—20 guilder shares. 
2—6 months ended 3-31-57. 7—Stock split 3 for 1 in 1957. 
3—9 months ended 3-31-57. S—Stock split 2 for 1 in 1957. 
board Oil, Texas Gulf Producing and Amerada. Also, Of the remaining stocks on the list: 
four other companies have benefited from their . McGraw-Edison and Fansteel Metallur- 


affiliation with the petroleum industry, as purveyors 
of services or supplies. These are — Texas Instru- 
ments, Dresser Industries, Cooper-Bessemer, Smith 
(A. O.). 

The two representative companies in the Drug 
industry are American Cyanamid and Warner-Lam- 
bert, while in the office equipment field Addresso- 
graph-Multigraph and Burroughs carry the honors. 
Among individual situations, El] Paso Natural Gas, 
Aluminum, Ltd., General Tire & Rubber, Zenith and 
Corning Glass are leading representatives of other 
industries that have done relatively well this year 
either in the economy or marketwise. 

...In the Steel industry you will note that 
three producers of specialty steels—Uni- 
versal Cyclops, Lukens and Carpenter 
Steel—were the leaders. 

... The new leisure-time activities for the 
average individual have produced two 
outstanding market leaders — Black & 
Decker and Outboard Marine. 

... And two more, Minnesota Mining and 
Minneapolis-Honeywell, are extending 
growth records stretching back over 
many years. 
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gical have exceptional recent records 
and show signs of developing into true 
growth stocks. 

.. Georgia Pacific, despite the temporarily 
depressed condition of the plywood in- 
dustry, appears undervalued in relation 
to its real assets; Foster Wheeler is 
benefiting from resurgent earnings; and 
Eastern Gas and Fuel from the new 
spark in the coal industry. 

. West Indies Sugar provides the leaders 
with their sole “special” situation repre- 
sentative. 


Earnings and Market Strength Consistent 


That investors laid heavy stress on good earnings 
is clearly shown by the composition of the leadership 
group. The list of soft spots in the economy began 
to broaden in 1956 and has spread further this year, 
yet these companies show remarkable consistency in 
their earnings and market performance, and most 
have been relatively untouched by the slackening 
in business activity. Fully 26 of the companies 
reported better earnings in 1956 than they had a 
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year earlier, and almost 75% reported further earn- 
ings betterment to date in 1957. Only one company, 
Zenith, suffered a sharp earnings drop in 1956, and 
shows no recovery so far in 1957. Almost without 
exception, all the companies have demonstrated 
steady sales growth through the entire post-war 
period, and most have seen their earnings scoring 
impressive gains. 

Dividend records have also been well maintained, 
with all but five showing unbroken record going back 
at least ten years. Of these, two are not included 
only because their dividend history does not go back 
for a full decade, but they have made disbursements 
in each year since dividends were first inaugurated. 
As might be expected, dividend stability reflects 
sound finances. In 1956, when many companies were 
beginning to feel the squeeze in working capital, 
twenty-three of these leaders actually improved their 
ratio of current assets to current liabilities, while 
thirteen of these companies succeeded in bettering 
their cash positions as well. 

In market action the group has also shown its 
mettle over a long period. Three-quarters of the 
stocks have advanced in price for at least three con- 
secutive years through 1956 ... only two (Zenith 
and Foster Wheeler) failed to top their 1955 highs 
last year... and fully twenty-eight have already 
topped their 1956 highs this year and have main- 
tained the premium. 

As can be seen, there are similarities in the factors 
that have attracted demand for these stocks. But 
there is one factor —a technical factor — which ac- 
counted for the speed with which these shares moved 
—and that is the limited floating supply of shares 
available in the open market. This is possibly the 
most revealing comparison among the stocks. Pur- 
chasers of these stocks, incidentally have been pay- 
ing roughly 18.75 times aggregate earnings for the 
privilege of owning the shares and have been satis- 
fied to accept a meager 2.6% average return for 
their money. 

Forty percent, or 13 of the companies, have 
under one million shares of common outstanding 
in the hands of the public, and the three largest 
of these have insider holdings that seriously limit 
public participation (West Indies Sugar 25%, 
Lukens 40% and Smith (A. 0.) 53%). Five of these 
companies have fewer than 2.5 million shares in the 
hands of the investor—and, in the case of three com- 
panies, the floating supply is further restricted by 
large blocks held by insiders. In the case of Outboard 
Marine, it represents 21%. Seaboard Oil is 32% 
owned by Texas Co. 52% of Texas Instruments is 
closely held. It is also interesting to note that until 
recently, McGraw-Edison, Dresser and Georgia 
Pacific had under 2.5 million shares outstanding, 
up to the time of their stock splits in 1956 or early 
1957. 


Fashion vs. Consistency 


Other members of the group are investment trust 
favorites and enjoy high grade investment ratings. 
In all, nine are widely held by institutions to a degree 
that must limit the market availability of their 
shares. Gulf Oil, besides a 7% insider holding, is 
owned by over 400 trusts, Texas Co. is held in almost 
500 trust portfolios, American Cyanamid and Min- 
neapolis-Honeywell have been acquired by over 200 
trusts, and Amerada, El] Paso Natural Gas, Alumi- 


410 


num, Ltd., Corning Glass and Minnesota Mining are 
all held by over 100 institutions. 

The importance of institutional holdings cannot 
be overestimated, since consistent trust buying of 
good grade common stocks has the dual effect of en- 
couraging others to buy the same issue, and discour- 
ages holders from selling their shares when prestige 
buying is evident. Thus large blocks of stock are kept 
off the market for long periods of time. 

In all, 27 of the 32 stocks are in short supply for 
one reason or another making them likely apprecia- 
tion candidates when a buying stimulant is provided. 
We discuss the specific stimulants below, but it is 
interesting to note that few of the companies owe 
their market success to “magical” or glamorous 
stimulants, such as nuclear energy or automation— 
and where they do, the glamour is superimposed on 
a solid base of steady earnings, good dividend cover- 
age and excellent market performance. Only one 
stock, General Tire & Rubber, is readily associated 
in the mind with defense work—none are primarily 
engaged in atomic energy—only two, Addressograph 
and Burroughs are in automation—and Corning Glass 
owes its most recent market spurt to the develop- 
ment of a new ceramic that may solve many of the 
heat-resistance problems of jet-engines. The rest 
are in more prosaic, but basic enterprise. 

The picture we get then, of most of the group, is 
of companies with consistently good records, small 
public ownership, alert management, often with 
enough faith in their company to own substantial 
blocks of stock, and a sound financial base. 

Our comparative analysis has revealed some of the 
reasons these stocks have performed well so far this 
year. Whether they will continue to do so is of course 
another matter. Therefore, we will discuss the com- 
panies either individually or in groups under sepa- 
rate headings indicating those that have probably 
discounted their near term outlook, those that are 
likely to remain in the vanguard and those that are 
suitable for dollar averaging even if current prices 
are somewhat vulnerable. 


Stocks to be Held 


Among the stocks to be held are the two 
international oils, Gulf and Texas Co. The near 
future may pose some difficulties as the industry 
strives to retain the price increases in force dur- 
ing the Suez crisis, but both are fully integrated, 
world-wide organizations ranking high in invest- 
ment calibre. The exceptional growth of the oil in- 
dustry generally, and its continued probable progress 
speaks well for these leaders. 

American Cyanamid is a good trade investment 
issue, popular with trusts and individuals alike. 
The company’s rapid strides in the drug field masks 
the fact that pharmaceuticals account for only 25% 
of total revenues. Diversification into plastics and a 
basic position as a producer of heavy chemicals pro- 
vide the balance of revenues. Despite temporary set- 
backs, the stock has tripled in price in the last twelve 
years and will probably remain in good demand. 

Burroughs, the fourth largest factor in the busi- 
ness machine industry has been particularly suc- 
cessful in recent years and has been a fine market 
performer despite small dividends. The stock has 
been stimulated by the rapid growth of automation, 
the company’s research success, and its acquisition 
of Electro Data Corp., (Please turn to page 435) 
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Gas welders, in batteries, complete Projection Heater coils. 













































































Varying Degrees of Attraction in 
AIR-CONDITIONING STOCKS 


By STANLEY DEVLIN 


This is the season when the merits of air con- 
ditioning are enthusiastically extolled and widely 
appreciated. Fortunately for this generation, long 
years after Mark Twain’s famous observation on the 
futility of correcting the weather man’s poor judg- 
ment, something is being done in a big way to temper 
the enervating effects of high temperatures. Impres- 
sive strides have been made in recent years in pro- 
viding for human comforts through development of 
suitable air conditioning equipment. 

Three underlying forces have combined to speed 
progress in this rapidly growing industry. Progres- 
sive manufacturers provided the initial impetus in 
a search for ways to combat the harmful influence 
of humidity in processing materials such as tobacco 
and textiles. Economies yielded by installation of 
equipment capable of controlling temperatures in- 
duced manufacturers in many lines to adopt air 
conditioning wherever possible, Years later as labor 
costs soared, the need for conditions contributing to 
greater productivity became increasingly apparent— 
JUNE 
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and air conditioning grew by leaps and bounds in 
offices and factories. Likewise air conditioning be- 
came especially important in research laboratories. 

Very early in the application of equipment to com- 
mercial activities, retailers saw the advantages to be 
gained by making their stores comfortable in hot 
weather. Theatre operators boosted box office re- 
ceipts in summer months by the installation of cool- 
ing devices and restaurants followed a similar trend. 
Now air conditioning has become a virtual necessity 
in major hotels, restaurants, department stores and 
supermarkets. In fact, many small shops in suburban 
areas have been compelled by competition to install 
cooling equipment of some kind. As a result, the need 
for keeping pace with competitors has spurred use 
of air conditioning in many industrial and commer- 
cial locations. 

High personal income and aggressive merchandis- 
ing efforts help explain widespread adoption of room 
conditioners in apartments and dwellings. Equip- 
ment for the home has experienced its greatest 
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growth in metropolitan areas, 
rather than in the suburbs where Leading Companies In 
trees and shrubbery help combat stint seman ae aerated eR 
effects of the sun’s rays. Vigorous ——_____—_ Net Sales 
promotional efforts, accompanied 1955 1956 
by provisions for installment fi- Rating tener (Millions) 
nancing, have given impetus to ‘Admiral Corp. fees ©  $ 2023 $ 182.0 
retail sales of small window con- eaiaitiness po poop conn 
ditioners. In addition, the rapid ities Go. re on ne 
market development making poe Carrier Corp. BI 190.0 193.1 
sible mass production operations Chrysler Corp. BI 3,466.2 2,676.3 
paved the way for price reductions fuilteintintiaes Cem. pe ina “4 
which encouraged sales of small General Electric Al 3,463.7 4,090.0 
units that set the industry’s pace. General Motors A2 12,443.2 10,796.4 
. Philco Corp. B3 373.3 347.9 
Vast Market Remains Untapped Radio Corp. of America B2 1,050.7 1,121.0 
z ss Trane Co. .. Bl 54.0 74.0 
_In spite of remarkable gains Westinghouse Electric Al 1,440.9 1,525.3 
since the war, the potential mar- Worthington Corp. BI 140.8 170.2 
ket for air conditioning facilities er -—— — $$ 
has barely been scratched. The f {Of sy yor Seer 
greatest area for growth is in the 2—6 months ended 2-28-57. 5—Plus stock. 
residential field, where consumer 
interest has not been effectively 
aroused. Manufacturers are opti- 








mistic, however, of overcoming 

resistance and of eventual expansion in home in- 
stallations. Many home owners have rejected room 
conditioners on the ground that window installa- 
tions are unsightly. Moreover, except in the South 
and some parts of the Far West the season is so 
short when air conditioning is required in the home 
that costs seem out of proportion to benefits afforded. 

Equipment installations in residences that replace 
ordinary heating facilities are especially costly. 
Accordingly, comparatively few older homes are re- 
garded as likely markets for conditioners. Newly 
developed equipment capable of heating homes in the 
winter and cooling them in summer can be installed 
at the time of constructing a house almost as eco- 
nomically as old fashioned furnaces. Many manufac- 
turers have placed emphasis on year-around equip- 
ment in attempting to tap the vast residential 
market. Higher priced homes in the South and the 
Southwest usually are fitted out with equipment suit- 
able either for cooling or for heating as the weather 
dictates. 

Almost all modern office buildings in large cities 
are wholly or partly air conditioned and those being 
constructed are installing the latest type of equip- 
ment. New apartments also are being equipped with 
cooling facilities in most instances. So rapid is the 
growth in sales of commercial packaged air condi- 
tioning equipment that it is estimated that the vol- 
ume in this field may reach $250 million annually 
this year or next, Extent of the potentialities in 
room-type conditioners may be gauged by an esti- 
mate that annual volume by 1959 may reach $2 
billion. 


Air Conditioners a Side Line With Most Producers 


Strange as it may seem, outstanding progress in 
popularizing air conditioning has not been marked 
by comparable financial gains. Comparatively few 
companies have concentrated on production of a full 
line of equipment. As a matter of fact, many con- 
cerns which have attained a measure of success in 
the industry are more vitally interested in products 
other than cooling equipment. Probably four could be 
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classified as representative producers of air condi- 
tioning equipment. They are Buffalo Forge, Carrier 
Corporation, Fedders-Quigan and The Trane Com- 
pany. 

Among others which produce and/or distribute 
nationally known conditioners are: Admiral Cor- 
poration, Borg-Warner (which absorbed the York 
Corporation a year ago), Chrysler, General Electric, 
General Motors, Philco, Radio Corporation, West- 
inghouse Electric and Worthington Corporation. In 
addition, numerous companies have representation 
through production of essential components, such 
as compressors and automatic electrical controls. 

The fact that many companies participating in 
this potentially promising industry are active in 
other fields that may have greater influence on oper- 
ations makes it difficult to select investments which 
might grow with general popularity of air condition- 
ing. Of the four leading manufacturers mentioned 
above, three have directed their attention to large 
industrial systems to a major extent. Only Fedders- 
Quigan has emphasized window-type conditioners 
and so-called package equipment designed for com- 
mercial customers. Carrier is the largest and most 
diversified in its activities and its products embrace 
both industrial and residential appliances. Products 
of the second group of manufacturers consist chiefly 
of room conditioners for the most part, although 
Worthington produces heavy equipment for indus- 
trial installations. 

Before taking a closer look at operations of several 
manufacturers, it may be well to point out that the 
potential market for cooling equipment still is vast. 
It is estimated that more than 90 per cent of wired 
homes in the country have yet to install some type 
of air conditioning facilities, while most other house- 
hold appliances have approached the saturation point 
with consumer acceptance ranging from 5 to more 
than 90 per cent of domestic markets. Accordingly, 
it is not surprising to note that sales of air condition- 
ing equipment for the home have been climbing while 
demand for many other products has stabilized or 
declined. 


THE MAGAZINE OF WALL STREET 











ndi- 
‘rier 
:om- 


bute 
Cor- 
“ork 
tric, 
Test- 
. In 
tion 
such 
y in 
2 in 
per- 
hich 
ion- 
yned 
arge 
lers- 
ners 
‘OMm- 
nost 
race 
ucts 
iefly 
ugh 
dus- 


eral 

the 
vast. 
ired 
type 
use- 
oint 
nore 
gly, 
ion- 
rhile 


1 or 


EET 








the Air-Conditioning Field 


Ist Quar. ——- 


Earnings Per Share 
1957 Ist Quarter 
_———_—— 1955 1956 1956 1957 
$ 42.3 $ 1.66 $ .44 $ 55 $ .18 
164.5 S.A7 4.01 1.08 1.00 
7.3 2.36 3.07 50 53 
103.41 4.82 5.26 1.61! 1.48! 
1,150.7 11.49 2.29 1.25 5.34 
33.4- 36 1.80 40° .73- 
1,048.8 2.40 2.45 63 73 
3,076.9 4.26 3.01 1.01 93 
99.0 2.13 .006 38 .26 
295.7 3.16 2.63 85 .87 
18.6 1.92 2.90 58 59 
475.6 2.46 -10 41.14 82 
5.22 6.11 1.29 1.34 
RATINGS: 
A—Best grade. 


B—Geod Grade. 
C—Speculative. 
D—Unattractive. 


Dividends Per Share Recent Div. Price Range 
1955 1956 Price Yield 1956-1957 
$1.00 $1.00° 1 22'8-1054 
1.92'2 2.40% 42 5.7% 5072-3838 
2.00 2.00 30 6.6 3634-27 
2.35 2.40 58 4.1 654-492 
4.00 3.00 73 4.1 87 -60 
.30 1.004 15 6.6 1658-10 
1.60 2.00 67 2.9 6778-525 
2.16 2.00 41 4.8 4914-3812 
1.60 5 80° 1é 36'2-14'8 
1.35 1.50 37 4.0 5032-3158 
.67 90! 46 2.0 5178-2958 
2.00 2.00 63 3.1 6572-5078 
2.50 °2.504 62 4.0 6458-4118 


1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 














Shipments of room cooling units are expected to 
rise this year to about 2 million, compared with about 
1,780,000 conditioners distributed in 1956, according 
to trade authorities. Such an achievement would 
represent an improvement of almost 100 per cent 
from 1955, when the industry reached the goal of 
1 million for the first time. This is sort of a mar- 
ginal level for manufacturers of appliances for the 
home, since a volume in excess of a million is suffi- 
cient to warrant installation of mass production 
facilities. The rapid rise of window-type conditioners 
has placed air conditioners among the six best sell- 
ing appliances. 


Competition is Hot 


The competition in the air-conditioning field is 
keen and sometimes cut-throat. Since this appeared 
to be a highly promising field, it was aggressively 
invaded by companies with other appliance lines that 
took on air-conditioning as another item to feed itno 
the retail pipeline. However, in recent years, casua!- 
ties have been running high in this business—about 
half of the companies marketing room-coolers have 
given them up. The Crosley Division of Aveo Manu- 
facturing Corp., decided to abandon room-coolers 
made for Aveo by Fedders-Quigan Corp. which has 
turned out air-conditioning for numerous other 
“name” companies, including Radio Corp. of Amer- 
ica. International Telephone & Telegraph did not 
linger long in the business of engineering tempera- 
tures. 

Nor are the casualties confined to the relative new- 
comers to the field. There is the case of York Corp., 
a pioneer in the field of air-conditioning. Founded 
in 1874, this manufacturer of refrigerants went on 
to become the world’s largest maker of air-condition- 
ing equipment. For a time, only York and Carrier 
Corp. were across-the-board manufacturers—making 
everything from a room-cooler to the machinery that 
pre-cooled the concrete for a giant dam. York never 
did attain a topnotch dealer organization and Philco 
became better known for York room-coolers than 
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did York Corp. itself. It was York which made the 
Philco units. York now has passed into the Borg- 
Warner organization, giving the Norge division of 
Borg-Warner one of the best rounded appliance lines 
in the industry. 

Another source of competition for standardized 
air-conditioning units, which may make enlarged 
inroads in this field, is the heat pump. This is a cen- 
tral unit which can be located outside the home, if 
preferred, and which heats the entire house in 
winter and cools it in the summer, It has gained 
increased popularity in the South and is already 
being massed produced. The pioneer in promoting 
the heat pump is the Florida Power Corp., which 
has reported some 3,767 installations in its territory 
which exceeds the number used in the balance of 
the nation. The heat pump is less efficient in the 
North but some utilities are experimenting with the 
use of supplementary resistance heating to improve 
efficiency on cold days. This is especially true in the 
Pacific Northwest where Washington Water Power, 
with more than 7,000 electrically-heated homes in 
its territory, has decided to step up promotion of 
electric space heating. 


Outlook for All 4 Specialists 


In the light of an encouraging uprtend in con- 
struction of office buildings, industrial plants and 
apartment buildings calling for installation of cool- 
ing equipment, it is not surprising that representa- 
tive companies have been able to report extensive 
order backlogs. 

Buffalo Forge Company, a manufacturer of ven- 
tilating and dust removal equipment as well as a 
variety of industrial pumps, gradually has been ex- 
panding its volume in air-handling and conditioning 
devices. Its products have been installed in modern 
office buildings as well as in manufacturing plants. 

Sales have registered moderate improvement 
thus far in the current fiscal year which ends 
November 30. The latest reported total of unfilled 
orders had reached a_ (Please turn to page 438) 
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INVESTMENT CLINIC 


W. have had many inquiries from subscribers 
asking us what action to take on securities they have 
been holding for long term investment. 

Too often investors allow their better judgement 
to be influenced by anxieties created by transitory 
developments or the unfavorable top-surface com- 
ments that appear in the press. 

We recognize that there are times when a sound 
company may be facing some difficulties, and have 
frequently suggested that some profits be taken to 
reduce the investment cost and provide a cushion 
against market decline. We have also recommended 
that issues be cleared out of portfolios when the com- 
panies have shown definite signs of deterioration 
either industrially or in their earning position. 

But based on experience we have gathered over 
almost 50 years in oveserving all types of markets, 
we have found that securities which have been care- 
fully selected and continuously checked for changes 
in the basic conditions affecting these companies 


provides the surest road to investment well-being. 


Only by holding good securities can investors really 
hope to build up sound and profitable portfolios. 
Our replies to two representative inquiries on this 
subject clearly show the nature of changes to be con- 
sidered in arriving at an investment policy—consid- 
erations incidentally which are frequently pointed out 
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in the regular issues of The Magazine of Wall Street. 
The first inquiry concerns far better stocks in 

quality and growth prospects than the issues men- 

tioned in the second inquiry. 

Inquiry +1—“‘Among other issues, I have been hold- 

ing the following three stocks for a long time: 


Dow Chemical 
El] Paso Natural Gas 
Socony Mobil Oil 


What would you do with these issues at this time?” 
A.F.L., Los Angeles, Cal. 


Dow Chemical 1947 1952 1957 
High 141 4414, 67 
Low 12 3214 5630 


As illustrated in the table, a $1200 investment in 
Dow Chemical at the 1947 low price (adjusted for 
stock split-ups) would have been worth $6700 at the 
1957 high price. In other words, the value of the in- 
vestment would have increased more than 5 times 
in a period of 10 years. We do not know when the 
investor purchased the stock, but even if bought as 
recently as 5 years ago it would show an appreciation 
of roughly 50% from the 1952 high. 
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We believe that Dow Chemical well illustrates the 
principal of careful selection and long term holding, 
even over relatively short periods such as five or 
ten years. We feel that the reasons for selecting such 
an issue are to be found in the nature of the com- 
pany’s business, as well as its management. 

Dow Chemical is a leading producer of chemicals, 
plastics and magnesium. The company has an out- 
standing record of growth among major chemical 
manufacturers. The strength of its position has been 
due in part to obtaining raw materials from its own 
brine deposits, and also to continued research in de- 
velopment of new products. The company has spe- 
cialized in plastics and petrochemicals based on nat- 
ural gas and chlorine. Its best-known brand of plas- 
tic materials is Saran. Magnesium, a light metal, 
gives promise of further growth. It is planning to 
enter the synthetic fibre field. 

Since 1946, Dow Chemical has spent over $700 
million on new plants and equipment. For the fiscal 
years ended May 31, earnings increased from 77 
cents per share in 1947 to $2.52 in 1956 (after 
adjustment for stock split-ups). Recently, earnings 
have declined moderately due in great part to heavy 
depreciation charges and research expenditures, 


7 arising from the company’s expansion program. The 


latest earnings, for the nine months ended February 
28, declined to $1.53 per share from $1.82 a year 
previous. However, the expansion program is con- 
tinuing at an accelerated rate and promises to pro- 
duce additional earning power in future. Therefore, 
the longer term outlook for the company is favor- 
able. 

At the current price of about 65, the stock is sell- 
ing at a high multiple of earning power and yields 
only 1.8% on the $1.20 per share anual dividend. 
Nevertheless, we believe that basic factors are still 
favorable for long term retention of this stock. 


El Paso Natural Gas 1947 1952 1957 
High 10 195% 40 
Low 914 1514 2915 


As illustrated in the table, a $1000 investment in 
El] Paso Natural Gas at the 1947 high (adjusted for 
stock split-ups) would have appreciated to a value 
of $4000 at the high of this year. A similar invest- 
ment made even five years ago would have doubled 
in value. Again, in the case of this company, there 
are basic reasons for its growth. 

El] Paso Natural Gas represents one of the major 
southwestern natural gas pipeline systems. It sup- 
plies natural gas at wholesale to customers in West 
Texas, Arizona and New Mexico, and delivers large 
quantities of gas at the Arizona-California boundary 
to other companies for distribution in California. 
The company has a large expansion program under 
way, pointing to further growth in revenues and 
earnings. It has recently acquired Pacific Northwest 
Pipeline Corp. The company is now engaged in both 
oil and gas production, and holds large undeveloped 
acreage. In addition, it has entered the field of cil 
refining and petrochemicals. 

The company’s current expansion program in- 
cludes an additional 435 million cubic feet daily of 
pipeline capacity, which will bring the total natural 
gas capacity of the system to over 3000 million 
cubic feet daily. After adjustment for stock split- 
ups, earnings increased from 63 cents per share in 
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1946 to $2.11 in 1956. The current annual dividend 
rate is $1.30 per share. At the present price of about 
39 for the common stock, the yield is 3.3%. The 
company’s outlook for further growth is promising. 
We feel that the underlying factors point to con- 
tinued retention of this issue for the longer term. 


Socony Mobil Oil 1947 1952 1957 
High 1334, 3214 62 
Low 11 26 473 8 


As indicated in the table, an $1100 investment in 
this issue at the 1947 low (adjusted for the 25% 
stock dividend of 1956) would have increased more 
than five times at the high price of this year. Again, 
the growth of this company is due to its excellent 
management, its strong position in the industry and 
its large program of expansion. 

Socony Mobil Oil Co. is engaged in all divisions 
of the petroleum industry, including production, 
transportation, refining and marketing, both in 
Canada and also in the Middle East, including a 
10% interest in Arabian American Oil and an 
11.9% indirect interest in Iraq Petroleum. It is 
true that the company’s refining and marketing op- 
erations are more important than its crude oil pro- 
duction at this time. Nevertheless, it is expanding 
in producing activities. It has a record of marked 
growth. 

This year, Socony plans to spend $475 million on 
expansion and exploratory oil and gas operations, 
an increase of more than 44°. over the amount spent 
last year. Earnings increased from $2.50 per share 
in 1947 to $5.70 in 1957 (after adjustment for the 
stock dividend mentioned above). The longer term 
outlook for the company continues to be favorable. 
It is true that some oil products have displayed 
price weakness in certain areas in recent months. 
Nevertheless, a temporary price adjustment, bring- 
ing supply into better relationship to demand, does 
not represent a reason for selling a stock, when it 
has been bought for long term holding and when 
the growth outlook continues favorable for the 
future. 

The indicated annual dividend rate is $2.50 per 
share, including a 50 cent extra paid last December. 
At the current price of about 61, the stock yields 
4.1%. We feel that this is a favorable yield for an 
issue with good growth prospects. 


Inquiry #2—“The following three issues which I am 
holding have given me a good deal of concern: 
Industrial Rayon 
Texas Gulf Sulphur 
Underwood Corporation 


I have a loss in each of these stocks. What should I 
"9? 


do about them? 


S. J. M., Boston, Mass. 
Industrial Rayon 1947 1952 1957 
High 50 641 4. 39! 8 
Low 351 2 52 291 8 


As the table illustrates, the purchase of this stock 
either 10 years ago or 5 years ago would have re- 
sulted in a loss at the recent low of this year, which 
is not far from the current price. This would have 
been due primarily (Please turn to page 439) 
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Popular 

At this writing the principal 
stock groups performing substan- 
tially better than the market are 
oils, steels, drugs, building mate- 
rials, electrical equipment, finance 
companies, office equipments, 
food-store chains, shipping and 
shipbuilding. 


Lagging 

Groups currently behaving 
worse than the market include air- 
craft, air transport, automobiles, 
chemicals, coal, machinery, farm 
equipments, meat packing, tobac- 
cos, department stores, rails, rail 
equipments, coppers and radio- 
television. 
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with exactly the right answer are 
very slight. A common investment 
mistake is to “get in” on a vogue 
only after it has been running a 
long time and carried the stocks to 
vulnerably high levels. To cite only 
a few cases, it was not so long ago 
that chemicals, aircrafts, air lines, 
cement stocks, aluminum, coppers, 
machinery stocks and paper stocks 
were in vogue. They are out of 
vogue now. Among groups which 
were popular last year and which 
still are this year—in some cases 
more so—are oils, office equip- 
ments, electrical equipments, 
drugs and natural gas. 











Oil Boom 

The recent extension of the mar- 
ket boom in oil stocks probably is 
explained by the following fac- 
tors: (1) The boost of 13 cents a 
barrel in the price of Middle-East 
crude oil; (2) markedly increased 
investment emphasis on the creep- 
ing depreciation of the dollar and 
the threat of more of it as far 
ahead as anyone can see; and (3) 
the usual mushrooming enthusi- 
asm generated by sharp price 
gains in active trading. The hike 
in Middle-East oil prices directly 
benefits international companies 
with important production in that 
area. By substantially narrowing 





























Vogues INCREASES SHOWN IN RECENT EARNINGS REPORTS 

Popularity in the stock market 1957 1956 
can be a more or less fleeting thing. Amerada Petroleum Corp. Quar. Mar. 31 $1.39 $1.21 
It nearly always runs to excess in Canada Dry Ginger Ale 6 mos. Mar. 31 62 AT 
any event, and often the basis for Hershey Chocolate Quar. Mar. 31 1.84 1.02 
it is undermined by changes in in- Beatrice Foods Year Febr. 28 5.15 4.51 
dustry earnings trends and pros- Island Creek Coal Co. . Quar. Mar. 31 1.26 98 
pects. It is profitable to go along American Mach. & Foundry Quar. Mar. 31 1.06 86 
with a vogue—while it continues— Chicago Pneumatic Tool Quar. Mar. 31 72 56 
costly to over-stay it. Always the Goodyear Tire & Rubber Quar. Mar. 31 1.66 1.29 
$64,000 question is: when is a Idaho Power Co. 12 mos. Mar. 31 2.19 1.96 
vogue at the point of being played Union Oil of Calif. Quar. Mar. 31 1.21 91 
out? One’s chances of coming up - 
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the price advantage in this market 
of imported oil over domestic oil, 
it makes maintenance of present 
domestic crude oil prices more 
' likely, The threat of more long-run 
wage-price inflation, uncontroll- 
able by Federal fiscal-monetary 
poilcies, is real and undeniable. To 
the extent that common stocks can 
provide a hedge, oils are naturally 
' favored. The commodity is essen- 
tial and subject to fairly steady, 
moderate growth in demand. The 
' industry’s tax position is sheltered 
by the heavy depletion allowance, 
facilitating development and 
I 
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iaintenance of uncommonly 
rong finances. But the industry 
is troubled by recurrent periods 
oi over-supply —it is having to 
_ pare refinery runs now to prevent 
rae deterioration in gasoline 
prices—and no stock boom runs to 
the sky. We have heretofore rec- 
ommended a number of good oils 
) at lower prices. Taking all factors 
-into account, the case for main- 
}taining long-pull positions, on 
)} which holders have a wide profit 
cushion, is still a strong one. That 
_for new buying is far less strong. 
' Outboard 
Recently split 3-for-1, Outboard 
Marine is currently near 36, equal 
to 108 for the stock before the 
split and to 216 for the stock prior 
ito a mid-1954 3-for-1 split. When 
we first recommended it in 1954 
the issue was pretty much a 
'“sleeper.”” Now its growth poten- 
' tials are much more widely recog- 
nized—at a time when profit 
growth appears unlikely to main- 
tain the pace of recent years. The 
stock is now priced around 16 
times likely current-year earnings, 
and yields less than 2% on a di- 
vidend which may be subject to 
modest increase. It sold at an av- 
erage of roughly 12 times earn- 
| ings in 1956, 10 times in 1955 and 
' little over 9 times in 1954. At its 
lows, it sold at roughly 8 times 
earnings last year, 7 times in 1955 
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Cerro de Pasco Corp. 
Kennecott Copper Corp. 
Lockheed Aircraft 

U. S. Hoffman Machinery 
Chemway Corp. 
Admiral Corp. 

Filtrol Corp. 

American Can . 
American Metal 

Evans Products 











DECREASES SHOWN IN RECENT EARNINGS REPORTS 


and 5 times in 1954. It is up over 
700% from 1954 low. Readers who 
bought it at much lower prices on 
our successive earlier recommen- 
dations at various levels have 
large profits. Even since we last 
recommended it not many months 
ago, at the equivalent of around 
19 for the present shares, it has 
risen nearly 90%. The boom in de- 
mand for outboard motors may 
continue at slower pace for some 
time, but the stock is now outrun- 
ning its boom in earnings. Long 
undervalued, it now appears ade- 
quately valued. Although we can- 
not say what its ultimate top 
might be, we think that profit tak- 
ing makes sense at this level. 


Strong Stocks “i 


At this writing, oils account for 
a large percentage of the stocks 
recording new highs for 1957 or 
longer. Other issues performing 
better than the market include 
Addressograph, Borden, General 
Electric, Hertz, Westinghouse, 
Timken Roller Bearing, Sterling 
Drug, Pfizer, Household Finance, 
Minneapolis - Honeywell, Minne- 
sota Mining & Mfg., Montana 
Power, Safeway Stores, and Twen- 
tieth Century-Fox. 


Spotlight 

The recent Supreme Court rul- 
ing that duPont’s 23% stock in- 
terest in General Motors is a vio- 
lation of the anti-trust laws put 
both of these stocks in the spot- 
light and left investors faced with 
about 100% uncertainty as to the 
final outcome. The lower court 
judge, who ruled in favor of du- 
Pont, will now have to decide what 
the company must do. He might 
order sale of all or part of the 
stock, the distribution of it to du- 
Pont shareholders or the place- 
ment of it in a voting trust. The 
latter would be the simplest, least 
troublesome solution. The answer 
may be a long time in coming, es- 














1957 1956 

Quar. Mar. 31 $ .66 $2.04 
Quar. Mar. 31 2.57 4.08 
Quar. Mar. 31 1.16 1.51 
Quar. Mar. 31 .32 53 
Quar. Mar. 31 .02 .13 
Quar. Mar. 31 -18 55 
. Quar. Mar. 31 78 1.39 
Quar. Mar. 31 39 .46 
Quar. Mar. 31 47 37 
Quar. Mar. 31 55 98 
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pecially if the Justice Department 
or duPont should object to the 
lower court’s directive and take 
the case back to the Supreme 
Court. The one certainty in this 
situation that needs emphasis is 
that the basic values of duPont 
and General Motors will continue 
to hinge on earning power and di- 
vidends. In these terms, duPont 
is a good stock but far from cheap. 
At least pending a sizable sell-off, 
we would not buy it. General Mo- 
tors, now around 42, could possibly 
get back to the vicinity of its 1955 
high of 54 within the next 12 to 
18 months and seems a sound buy 
for that sizable, although not spec- 
tacular, potential. There are two 
favorable considerations: (1) 
G. M. will “shoot the works” in 
changes on its more important 
1958 models whereas it largely 
stood pat on its 1957 line, while 
Ford and Chrysler will mainly 
offer face-lifted models, after ex- 
tensive and costly changes in their 
1957 lines; and (2) the market for 
1958 cars should be substantially 
bigger than that for 1957 cars be- 
‘ause of the working off of 36- 
month installment debt on, and in- 
creased trade-ins of, the record 
numbers of cars sold by the in- 
dustry in 1955, when output was 
close to 8,000,000 cars against 
about 5,800,000 in 1956 and prob- 
ably a generally similar total this 
year. 


Farm Equipments 

The farm machinery business 
may be moderately better this year 
than last; but, as it was poor last 
year, the prospect is nothing to 
enthuse about. Neither is the long- 
range outlook. For years the stocks 
have generally performed worse 
than the market. A basis for sig- 
nificant and lasting improvement 
in their relative market position 
is not visible. This is a group that 
we would rather move out of than 
stay in or get in. 


Air Lines 


Based on the attitude heretofore 
shown, it seems doubtful, if not 
unlikely, that CAB will permit 
higher air line passenger fares. 
Therefore, termination of the in- 
dustry’s profit squeeze is not in 
sight. The stocks are at depressed 
levels, but we do not see anything 
to put them up materially, and we 
are not too sure that a final mar- 
ket bottom has been made by the 
group. Buying should still be de- 
ferred, —END 
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ith the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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THE BUSINESS FORECASTER OF 


Industrial Production 
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This we have done in our new Trend Forecaster (developed. 
over a period of several years), which employs those indicato 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 


When the Forecaster changes its direction up or down # 
corresponding change in our economy may be expected sev) 
eral months later. 

The depth or height of the developing trend is clearly Pre 
sented in our Relative Strength Measurement line, which 
flects the rate of expansion or contraction in the making. 
particularly favorable indications cause a rise that exceed 
plus 3 for a period of time, a strong advance in general busi 
ness is to be expected. On the other hand, penetration o 
minus 3 on the down side usually precedes an important con 
traction in our economy. 

We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 





Current Indications of the Forecaster 


In the Spring, the components of the Trend Forecastey 
have continued to display offsetting tendencies. 

New orders and commodity prices have continued theif 
declines, and nonresidential building contract awards havé 
also weakened. Housing starts, average hours worked, and 
new incorporations have exhibited no clear trend, Busines§ 
failures have fluctuated erratically. Stock prices have risei 
notably. 


Reflecting this continuing mixture, the Relative Strength 
Measurement, which declined relatively sharply in the fourtl 
quarter of 1956 and the first quarter of 1957, appears td 
have levelled out, at between minus 2 and minus 3. Whild 
the Relative Strength Measure has been in the negative 
range almost throughout the last eighteen months, it hal 
failed to penetrate the minus-3 level which in the past haf 
been a reliable indicator of impending recession. Similarly; 
the Trend Forecaster itself has been declining almost con} 
tinuously for the last year and a half, but at a generally 
modest rate. In this sense, the Trend Forecaster and iti 
companion measures have been accurately forecasting easi} 
ness in business conditions, and slow continuing readjustment, 
On the basis of the present position of the indicators, thal 
forecast remains good for the third quarter. 
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: NDUSTRY — Production trend still stable to declining 
| 3lowly. Somewhat more rapid decline probable in 
the third quarter, as steel and auto production, and 
gossibly machinery output, subside further. Soft 
goods production outlook still stable. 


















TRADE — Continues slack. Department store sales in i ins i 

April and May notably below expectations. Automo- 270 ad + 210 
aile sales still at no better than 6-million annual 1955 

‘ate. In most lines, dollar volume about at year-ago ~ J 
evels, despite intervening price rises. Outlook: more 260 ae 260 
slackness, into the Fall. o 


MONEY AND CREDIT — Still tight as a drum. Rates 250 ae 250 
on long-term corporates, and on commercial paper, 
climbed a little further in May; Federal Reserve still om 


unwilling to loosen up. Outlook: continuing tightness 240 | 


! 
2 
3 
‘ 240 
: | ‘but little further rate rise) into the Fall. a 
Ji 
4 COMMODITIES — Raw materials sagged further in Pa% ya 1954 
Ww VS 


May but came back a bit in early June, with farm 
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om commodities making the best showing. In general, | 
wholesale prices are now stable again, after several 220 
quarters of rise. Little change expected during JAN. FEB MAR APR MAY JUNE JULY AUG SEPT OCT NOV DEC 
summer. 








In the second quarter, business has generally maintained 
MONEY AND BANK CREDIT itself at a stable rate, and at a satisfactory level. Trends 
[WEEKLY REPORTING MEMBER BANKS) by industry have been quite mixed—more mixed, perhaps, 
than at any time since the defense boom and civilian re- 
cession of late 1951. The problem facing analysts is which 
way the cat will jump. Is business headed up or down 
when the present already lengthy period of stability comes 
to an end? 





LOANS & 


iste} INVESTMENTS There is, of course, no categorical answer to this ques- 

tion. At the moment, however, businessmen continue to 
express strong opinions that in the fourth quarter of the 
year a general upturn will begin, sparked by a more 
confident inventory policy, a stronger market for the new 
ned Fatal, odiaatne | 1958 automobiles, some improvement in the residential 


thei 
have 


and 


building market, and a better tone in retail trade. 

Of all these possible strengths, consumer trade is the 
‘ most intriguing—not because an upturn in retail spending 
ngth TOTAL LOANS is any more likely than the other possibilities, but because 


risen 





burl no upturn of any great importance is now likely to occur 
vhild eltctaacrs na | unless the consumer raises his spending rate rather sub- 
s U.S. GOVERNMENTS stantially. 
ative COMMERCIAL LOANS For at the moment, it is the consumer who repre- 
— sents the most pronounced, and least publicized, 
: ol weakness in general business. After adjustment for 
pi price changes, retail spending is now no greater than a 
aN year ago; in non-essential lines, it is apparently somewhat 
— STREMIT AONE below a year ago. Accounting for this weakness is not 
ae especially difficult. Consumer incomes are now rising only 


slowly, if at all. Average hourly earnings of factory workers 
ca 1955 1956 1957 have been unchanged for several months, and average 


weekly earnings have actually been declining, owing to 
a shortening of the work -(Please turn to following page) 
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Latest Previous Year 
THE MONTHLY TREND Uni ia ah aa poet PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PRODUCTION® (FRB) _ | 1947-9-100 | Apr. 145 146 143 week. If to this sluggish behavior of rd 
Durable Goods Mfr. 1947-'9-100 | Apr. 161 162 159 comes is added the continuing hp tana 
Nondurable Goods Mfr. 1947-'9-100 | Apr. 132 131 130 tendency of retail prices for both goods 
Mining 1947-'9-100 | Apr. 129 133 129 and services, and the still rising level of 
Selden instalment debt repayments, the con- 
RETAIL SALES” $ Billions Apr. 16.3 16.3 15.5 sumer can readily be seen to be in an 
Durable Goods $ Billions Apr. 5.6 $7 53 income squeeze. The squeze may be 
Nondurable Goods $ Billions Apr. 10.6 10.6 10.2 partly relieved by higher wages in the 
Dep’t Store Sales. 1947-'9-100 Apr. 122 127 122 summer (as a result of the gradual 
spread of automatic and non-automatic 
MANUFACTURERS’ wage increases). But it will take some- 
New Orders—Total* $ Billions Apr. 27.8 27.6 26.9 thing stronger than that—a new surge 
g g g 
Durable Goods $ Billions Apr. 13.2 13.5 13.3 in production would do it—to put in- 
Nondurable Goods________ | $ Billions Apr. 14.6 14.1 13.6 comes back in the strong uptrend they 
Shipments* $ Billions Apr. 28.5 28.8 27.1 exhibited in 1955 and 1956. And until 
Durcble Goods $ Billions Apr. 14.1 14.4 13.3 incomes go up, retail trade is bound to 
Nondurable Goods___________ | $ Billions Apr. 14.4 14.3 13.8 remain sticky. 
BUSINESS INVENTORIES, END MO.* | $ Billions Mar. 89.0 88.9 83.8 is . . 
Manufacturers’ $ Billions Mar. 52.2 51.9 47.4 GROSS NATIONAL PRODUCT-—the sec- 
Wholesalers’ $ Billions Mar. 13.1 13.1 12.6 ond-quarter estimates will not emerge 
Retailers’ $ Billions Mar. 23.7 23.9 23.9 from the Department of Commerce’s sta- 
Dept. Store Stocks 1947-'9-100 | Feb. 140 141 138 tistical offices until the end of July. It’s 
already clear that GNP—the total na- 
CONSTRUCTION, TOTAL $ Billions aon. ee - re tional output of goods and services—has 
Private $ Billions Apr. 4 reached a new peak annual rate in the 
Residential_ $ Billions ape. ns ‘- “ April-June period. However, the rise 
All Other $ Billions Apr. 1.3 1.2 1.2 from the first quarter has been small, 
Housing Starts*—a Thousand Apr. 900 — i probably the smallest increase in 
Contract Awards, Residential—b___ | $ Millions Apr. 1,232 1,107 1,345 over a year. 
All Other—b $ Millions Apr. 1545 «1,971 1,701 Here’s where the changes are coming: 
a personal consumption expenditures will 
EMPLOVMENT 3.9 64.0 be up slightly—perhaps about $2 billion, 
Total Civilian __ Millions Apr. 64.3 63. . 4 p a 
mi ‘ens 51.6 51.4 50.8 with the gain about equally distributed 
HanFerm enue pa 24 op 71 between soft goods and services. (Con- 
perenne — te ; 9 sumer spending on durable goods has 
Trade iflions Apr. 11.2 i 10. é 
Mi 13.1 shown no increase over the first quarter 
Factory Millions Apr. 12.9 13.0 . : : 
9 40.1 403 and perhaps a slight decline. Moreover, 
Hours Worked a _ = ; the sharp rise in business investment 
; Apr. 2.05 2.05 1.96 4 P ’ 
sipeeity Somwinge te pa 8180 8221 78.99 | Which has helped to carry GNP to new 
Weekly Earnings Deters = ZT Rat ; records each quarter over the past 
PERSONAL INCOME* $ Billions dies 339.3 338.1 3217 eighteen months has apparently slowed 
: on 235 223 almost to a halt. Purchases of “producer 
Wages & Salaries. $ Billions Apr. 235 7 ’ : 
: a 52 50 durables’—the machinery and equipment 
Proprietors’ | $ Billions Apr. 52 thai goes int facturi lants, utili 
Interest & Dividend $ Billions Apr. 31 31 29 NEN GOSS UNO MERTECRNNG PONE, VNR 
in a 2 19 ties and farms—will evidently show little 
Transfer Paymen $ Billions Apr. 21 0 : ‘ . 
a 15 or no increase. And even nonresidential 
Farm Income $ Billions Apr. 15 15 . ie 
construction activity appears to be no 
CONSUMER PRICES 1947-’9-100 | Apr. 119.3 1189 1149 eae than ~ ye ega a 
Food 1947-9-100 | Apr. 113.8 113.2 109.6 while it is no longer declining on a mont 
Clothing 1947-'9-100 | Apr. 106.5 1068 1048 to month basis, apparently is averaging 
H 1947-'9-100 Apr. 125.2 124.9 120.8 lower in the second quarter than in the 
first. And net foreign investment (the 
MONEY & CREDIT component of GNP that reflects exports) 
All Demand Deposits* $ Billions Apr. 108.4 106.4 107.2 will probably be lower, because of the 
Bank Debits*—g $ Billions Apr. 82.5 77.4 75.5 a, in oil shipments from their Suez- 
B Loans Outstanding—c $ Billions Apr. 31.5 31.4 28.1 induced peak of the first quarter. 
instalment Credit Extended* $ Billions Apr. 3.5 3.3 3.4 Biggest single strength in GNP is thus 
instalment Credit Repaid* $ Billions Apr. 3.3 3.2 3.1 likely to be government spending. But 
- even here the rise this quarter is only 
FEDERAL GOVERNMENT moderate. In fact, defense spending in 
Budget Receipts $ Billions Apr. 4.3 10.7 41 the second quarter is likely to be only 
Budget Expenditures $ Billions Apr. 6.0 5.6 5.4 very slightly above the first-quarter rate. 
Def Expenditures. $ Billions Apr. 3.8 3.8 3.2 : dj : 
Surplus (Def) cum from 7/1 $ Billions Apr. (1.7) 5.1 (1.3) 
420 
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and Trends 


QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY 
«| F | In Billions of Dollars—Seasonally Adjusted, at Annual Rates | PRESENT POSITION AND OUTLOOK 









































































































































2 _1957— 1956 ~ |PER CAPITA DISPOSABLE INCOME — | 
d| il SERIES 1 IV TT 1 these are complicated, but interesting, 
; Quarter Quarter Quarter Quarter figures. The Department of Commerce 
is | ] : g — Rha ae 
f | | | GROSS NATIONAL PRODUCT____ 427.1 423.8 413.8 403.4 measures the income flow to individuals, 
ie P Ic pti 275.0 270.9 266.8 261.7 then subtracts their tax liability to get 
io. . a sstic Invest 63.3 oo 65.1 = disposable income. If you divide dis- 
et Foreign Investment 4.0 4 1.7 . i i 
e Government Purchases 849 82.0 80.2 787 posable income by the population, you 
e| | Federal 49.8 48.3 47.2 46.1 get per capita disposable income. This 
r f State & Local 35.0 33.7 33.0 32.6 figure has been rising only very slowly 
c | || PERSONAL INCOME 336.5 333.2 327.0 317.5 since mid-1956; in fact, the rise _ — 
= x Tax & Nontax Payment: 41.0 39.9 38.8 37.3 slower than the rise in prices of goo nf 
e| | Disposable Income 295.4 293.3 288.2 280.2 and services that consumers spend their 
. ee pendit a 275.0 270.9 266.8 = money on. Real purchasing power, 
y a 20.4 22.4 21.4 8. per capita, has thus been declining 
| CORPORATE PRE-TAX PROFITS*___ 46.5(e) 45.8 41.2 43.7 for the past six months, and is now 
Corporate Taxes 23.5(e) 23.1 20.8 22.1 no higher than it was in early 1956. 
4 i Corporate Net Profit 23.0(e) 22.7 20.4 21.6 
f Dividend Payment 12.3(e) 11.9 12.3 11.8 * * . 
{ Retained Earnings — = > 10.7(e) 10.8 8.1 9.8 
_ | PLANT & EQUIPMENT OUTLAYS___ 36.9(e) 36.5 35.9 32.8 RAILROAD EQUIPMENT INDUSTRY a 
- | | it’s suffering, now, from a specially acute 
el] | THE WEEKLY TREND mechanism of the business cycle. Two 
- . iia years ago, when the plate steel that goes 
s| | : Was nonae a vour into freight cars become scarce as hens’ 
Unit Ending Week Week Ago : 
I- teeth, orders for freight cars zoomed up 
s MWS Business Activity Index*____ | 1935-’9-100 June 1 290.3 288.9 286.4 into record levels. But the car producers 
e | MWS Index—per capita*_____ | 1935-’9-100 June 1 221.6 220.6 222.2 could turn out cars at only a fraction of 
e Steel Production___ | % of Capacity June 1 87.8 86.4 96.3 the ordering rate because of steel short- 
, Auto and Truck Production Thousands June 8 165 111 139 ages, and the backlog of orders built up 
n ee netgear = aoe rence = en 2 rapidly. Now the reverse is true. Plate 
aperboar ew rders__ ousan ons une 4 * 4 : +4 
: n t; 
Electric Power Output*_______ | 1947-'49-100 June 1 228.8 228.5 215.3 as eae angen abu — 
| | | Freight Carloading ThessendCorns | jenet | 672 723 719 2 ee oe oe ee 
Il | | | Engineering Constr. Awards_____| $ Millions Juned | 443 299 250 well below a year ago, and incoming 
eo Department Store Sales____| 1947-’9-100 hee 110 116 109 orders are at a much lower volume. Pro- 
4 | Demand Deposits—c________| $ Billions May 29 | 55.2 55.2 55.5 duction of cars is heading sharply up- 
- Business Failures Number May 30 | 225 309 238 ward, and order backlogs are falling. 
is *—Seasonally adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge, for 48 states. (c)—Weekly reporting member banks. (d) Excess of disposable 
Tr income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial centers. Othe: 
a Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. (na)—Not available. (r)—Revised. (I)— First Quarter 
2 ee eee . 
. THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
/ 1957-1957 
| No. of 1957 Range 1957 1957 (Nov. 14, 1936 Cl.—100) High Low May31  June7 
r | Issues (1925 Cl.—100) High Low May31 = June 7 100 High Priced Stocks : 233.6 215.6 232.0 232.0 
t | 300 Combined Average 345.1 322.3 342.2 341.3 100 Low Priced Stocks 415.8 387.6 400.4 397.8 
s | 4 Agricultural Implements 282.4 257.9 268.8 260.6 4 Gold Mining ia 726.2 627.2 699.8 666.8 
e 3 Air Cond. (‘53 Cl.—100) 122.8 110.2 118.2 114.8 4 Investment Trusts ... as 181.2 166.7 179.6 181.2H 
| | 9 Aircraft (‘27 Cl.—100) 1388.8 1181.5 1210.0 1181.5L 3 Liquor (‘27 Cl.—100) .. 1074.6 965.2 1074.6 1074.6 
> 7 Airlines (‘27 Cl.—100) ‘ 1002.5 761.9 782.0 761.9L 9 Machinery . Chit 523.4 477.2 513.1 508.0 
4 Aluminum (‘53 Cl.—100) 447.6 375.8 435.0 430.7 3 Mail Order ........... : 174.6 159.2 162.6 159.2L 
, | 6 Amusements .......................... 172.6 151.8 165.2 168.1 4 Meat Packing ..................... 142.6 117.4 120.2 120.2 
h | 9% Automobile Accessories ........ 384.4 341.7 377.3 370.1 5 Metal Fabr. (‘53 Cl.—100) 196.4 175.4 192.6 196.4H 
5 6 Automobiles ..................0..00. 52.8 47.6 51.9 51.4 10 Metals, Miscellaneous ........... 420.9 384.5 396.6 396.6 
> 4 Baking ('26 Cl.—100) ........... 28.9 26.3 28.1 28.6 4 Paper ......... chasis: 904.2 966.5 945.8 
: 3 Business Machines 1213.3 956.2 1213.3 1203.0 22 Petroleum .... ae 914.4 749.7 906.2 914.41 
I Kcovsscnnconsaccconscosescies 616.4 556.5 616.4 610.4 21 Public Utilities ied 263.6 251.3 263.6 263.6 
) eee 25.1 22.5 23.0 22.5L 7 Railroad Equipment... 91.4 82.7 87.0 86.1 
2 4 Communications ......... ..... 104.1 94.5 102.2 101.2 20 Railroads ... paaiiog 72.7 65.7 67.1 67.1 
" PD, oacncscccsesccces-ccases 126.8 118.1 124.3 124.3 3 Soft Drinks : 509.8 445.5 496.9 496.9 
7 Containers ............ ED A 784.8 739.5 762.1 762.1 Ee earn 393.0 330.1 349.8 349.8 
7 Copper Mining : 307.6 258.9 265.0 265.0 NE pecs oniniiccu ee adunes 115.0 97.9 112.1 111.2 
s 2 Dairy Products ee a 111.3 103.8 109.1 110.2 2 Sulphur scan anibiaetenda 916.3 815.4 857.4 849.0 
t 6 Department Stores ............... 89.2 80.1 88.4 88.4 11 Television (‘27 Cl.—100) ..... 35.6 31.6 34.9 34.6 
y 5 Drugs-Eth. (‘52 Cl—100) ..... 226.3 175.2 219.0 226.3H oa. 2 -5)<.1,  codiasacesadeeacrse 149.9 124.7 137.3 135.9 
7 6 Elec. Eqp. (‘53 Cl.—100) ...... 239.9 215.0 235.4 239.9H > Tee & Gee ..................0.. 186.4 164.0 1845 184.5 
2 Finance Companies 584.5 525.0 584.5 579.1 I i sisetawsiceassvousnacasie 91.3 87.0 87.9 87.0 
y | 6 Food Brands .............. oo «=a 264.0 274.8 269.4 2 Variety Stores ...................... 273.7 258.2 268.5 263.4 | 
. | % Food Stores stinhe 173.9 153.8 172.2 170.5 15 Unclassif’d (‘49 Cl.—100) 167.4 153.8 165.9 165.9 | 
| H—New High for 1957. L—New Low for 1957. | 
-y | JUNE 22, 1957 421 
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Trend of Commodities 





SPOT MARKETS — Spot prices of leading commodities were some- 
what mixed in the two weeks ending June 7. The Bureau of 
Labor Statistics’ index of 22 sensitive commodities rose 1.7% 
during the period while the Magazine of Wall Street’s raw mate- 
rials index fell 0.6%. All the major components of the Govern- 
ment’s index were higher with the exception of textiles. Raw 
materials rose 1.0% on higher prices for steel scrap and wool 
tops. On the other hand, the decline in the MWS index reflected 
lower prices for corn and zine, which more than counterbalanced 
gains in tin and rubber. 

Feature of the metal markets in recent weeks has been the 
strength in steel scrap, which closed at $57 a ton on June 7, up 
$15 from the depressed May lows. Industry circles attribute the 
gain to expectations that steel operations should pick up soon. 


FUTURES MARKETS — Divergent trends ruled the futures markets 
in the two weeks ending June 7. Grains, lead, zine and copper 
were mostly lower while lard, world sugar, coffee, cocoa, hides 
and rubber, gained ground. The Dow-Jones Commodity Futures 
Index added 0.76 points to close at 158.02. 

Wheat futures were virtually trendless in the period under 
review. The September option lost 34 cent to close at 205, only 
one cent above the low, reached on June 4. The crop has 
apparently improved further since the Government’s May crop 
estimate and the June forecast is expected to show another gain. 
Cool wet weather over large sections may lower the quality of 
the new wheat crop and induce farmers to market their wheat 
rather than placing it under loan. This would put additional 
pressure on prices. 
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WHOLESALE COMMODITY _— 
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BLS PRICE INDEXES | Latest 2 Wks. 1 Yr 
1947-49-— 100 i Date Date 


Dec 6 
Ago Ago 1941 





all Commodities June 4 M75 117.1 1142 602 


Farm Products June 4 90.8 89.6 91.2 51.0 
Non-Farm Products June 4 125.3 125.2 121.5 67.0 
'2 Basic Commodities June7 89.9 88.4 88.7 53.0 
9 Fooas June 7 845 82.3 81.8 46.5 
13 Row ind Materials June 7 93.7 928 937 58.3 
5 Metals June 7 105.6 102.8 116.0 54.6 

4 Textiles June 7 84.2 846 79.2 56.3 








MWS SPOT PRICE INDEX 


14 RAW MATERIALS 
1923-1925 AVERAGE—100 


AUG. 26, 1939-63.0 Dec. 6, 1941—85.0 


1957 1956 1953 1951 1945 1941 





High of Yeor 166.3 169.8 162.2 215.4 98.9 85.7 
low of Year ~ 159.2 163.1 147.9 176.4 96.7 74.3 
Close of Year 165.5 152.1 180.8 98.5 83.5 
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BLS INDEX 22 BASIC COMMODITIES 
(1947-1949—100) 
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MWS RAW MATERIALS SPOT PRICE INDEX 
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DOW JONES FUTURES INDEX 


















































DOW-JONES FUTURES INDEX ms A, 165 
12 COMMODITIES 160 160 
AVERAGE 1924-1926—100 Ww ~ 
1°57 1956 1953 1951 1945 194 135 a A 135 
‘ : 1 
High of Year 163.4 166.7 166.5 214.5 106.4 84.6 150 
Low of Year 154.5 149.8 153.8 174.8 93.9 55.5 150 
Close of Year 162.7, 1668 189.4 105.9 84.1 DEC. JAN. FEB. MAR. APR. MAY JUNE 
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Westerners favor the Blue and Gold Network 


In the West people spend a lot of 
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share of the market also increased. 
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The Far West—Where the 
Name Richfield Stands for 
the Best in Petroleum 


, time behind the steering wheel. A Yet, it is not only in the marketing 


week-end fishing trip can put 600 _and distribution fields that Richfield 


is achieving marked success. We ‘ 
WASHINGTON ' 


) miles on the speedometer. Whether 


touring the back-country or shut- have also made outstanding ad- 





6) of Westerners prefer to patronize the fields of exploration, production, OREGON aa 

S 4,000 blue and gold Richfield service research and manufacturing. b ' 
stations throughout the area. Because of this policy of years- ial i 

0 So superior are these customers ahead planning, Richfield today : 
finding Richfield products and serv- enjoys a position of leadership in the ’ Ns | 

5 ice that Richfield’s domestic motor West Coast petroleum industry.And =| "My : 
gasoline sales in 1956 reached an the motoring publicin this region has 

0 all-time high of 17,298,000 barrels come to regard the name Richfield 

5 —up 10.4% over 1955. Richfield’s as the symbol of unvarying quality. Dsestnaieipaieniieaienne 

@) 

_ RI CHEFIELD a leader in Western Petroleum Progress 


\F OIL CORPORATION 











The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject to the following conditions: 


1. Give all necessary facts, but brief. 
2. Confine your requests to three listed securities at reasonable 


intervals. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


S$. Special rates upon request for those requiring additional service. 





Link-Belt Company 


“T am a subscriber to your magazine 
and in accordance with your Personal 
Consultation Service offer, please give 
me recent data on Link-Belt Co.” 

P. B., Sandusky, Ohio 


Link-Belt Company sales of 
$163,921,863 for 1956 were the 
highest in the company’s history 
and exceeded by 27%, 1955 sales 
of $129,453,392. Net earnings 
were $11,072,134 which was an 
increase of 46° over $7,602,960 
for 1955, or $5.95 per share, com- 
pared with $4.45 per share in 
1955. 

The high level of 1956 sales re- 
flected substantial investment in 
capital goods and a continuing 
higher rate of production by the 
company’s customers. The sales 
were spread across the majority of 
the industries Link-Belt serves 
with materials handling, process- 
ing and power transmission 
equipment and involved all com- 
pany plants, product lines and 
many areas of engineering con- 
tract work. The company sales in- 
cluded those of the newly acquired 
Detroit Power Screwdriver Co. 
for the two months period, from 
November 1 to December 31, 1956. 
The record level of company’s 
1956 operations has been main- 
tained thus far in 1957 and no 
substantial change in the rate of 
business investment and capital 
expenditure is indicated for the 
first-half of 1957. 
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For the three months to March 
31, 1957 net sales were $41,798,- 
451, net profit $2,552,204 equal to 
$1.87 per share based on 1,862,- 
366 shares outstanding. This com- 
pared with first-quarter 1956 net 
sales of $39,997,144 net profit $2,- 
403,972, equal to $1.31 per share 
based on 1,829,779 shares out- 
standing. The outlook over coming 
months continues favorable. Com- 
pany is expanding operations and 
this should increase productivity 
and reduce costs. 

Dividends including extra to- 
taled $3.15 per share in 1956 and 
75¢ quarterly has been paid thus 
far in the current year. 


W. A. Sheaffer Pen Co. 


“IT have been a subscriber to your 
valued magazine for a number of years. 
I would appreciate receiving recent data 
on Sheaffer Pen Co.” 

i H. T., Elizabeth, N. J. 


Net sales of the W. A. Sheaffer 
Pen Co. for the fiscal year ended 
February 28, 1957, were $26,284,- 
942, about 1% higher than those 
of the previous year. The increase 
was attributed to economy in op- 
erations and an improvement in 
manufacturing methods. 

Net income for the fiscal year 
was $2,208,335, or $2.67 a share, 
compared with $2,054,042, or 
$2.49 a share in the preceding 
year. The rapidly growing school 
population and the high level of 
consumer income point to greater 


sales opportunities. However, 
costs will be greater too, and com- 
petition for the pen and pencil 
buyers’ dollar bill will be tougher. 
To make greater sales at a fair 
profit next year will require in- 
creased production efficiency and 
more progressive and aggressive 
merchandising. 

Provision for federal and state 
income taxes during the past fiscal 
year amounted to $2,360,000 or 
$2.86 a share of common stock 
compared with $2,158,399 or 
$2.62 a share in the previous fiscal 
vear. 

Dividends of $1.80 a share were 
distributed during the past fiscal 
vear. 

According to the company, 
“While maintaining a dominant 
position in this country, in its par- 
ticular line, the company has in- 
creased its sales and strengthened 
its position in the overseas mar- 
kets. Sheaffer is developing an 
international sales organization 
which it hopes will enable it to 
receive a greater share of the 
world markets.” 

The company’s three-year old 
Tool & Die Division continues to 
make steady progress. At present, 
more than 80% of its production 
is for other companies, many of 
which are recognized leaders in 
American industry. 

Sheaffer has very recently in- 
troduced a sterling silver-tipped 
ball-point pen and this is the com- 
pany’s “full-scale entry” into the 
ball-point field. Sheaffer expects 
to increase its ball-point volume 
by a substantial amount this year 
with the new product. 

Stockholders at the recent an- 
nual meeting authorized the ex- 
change of the present common 
stock for one share of class A non- 
voting stock and one share of class 
B voting stock. The new securities 
would not be listed on the New 
York Stock Exchange because of 
the non-voting issue but applica- 
tion to list on the Midwest Stock 
Exchange has been made. 

—END 
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Meet a Man on the Floor 


Name: Adams, Reilly, Klein—any one 
of hundreds. 

Occupation: Floor-broker on the New 
York Stock Exchange. 

Job: Hectic. execution of 
maybe 300 different orders a day to buy 
or sell stocks. A “fight” on your feet for 
five-and-a-half hours a day to try and 
save even 121% cents a share for every 


Personal 


investor who's buying or pick up 121% 


sometimes 25 


cents cents—a_ share 
extra for every investor who’s selling. 
The whole thing starts at 10 o’clock 
sharp when a bell clangs in the New 
York Stock Exchange building at 11 
Wall Street in downtown Manhattan. 
Here, on the first floor, is a huge room 
where the stocks and bonds of some 1200 
leading American corporations are bought 
and sold every day. Here hundreds of 
on behalf of their 
particular firms’ customers—represent 
the buy or sell orders of millions of 


floor-brokers meet 


investors from coast to coast. 

To help speed the steady stream of 
transactions, the floor is broken up by 
18 information-like booths called trading 
each one headquarters for an 
average of 70—75 specific stocks. 


posts 


Ringing the 18 trading posts, and 
ranged around the walls of the room, 
are 44 different booths that house 889 
booths that are “home 
base”’ for the floor-brokers. 


telephones 


Some firms find they need only one 
phone in one booth, a single order clerk 
to answer it, and one floor-broker to 
handle their business at the 18 posts. 
Others need two or three or more floor- 


brokers and rent half a dozen or more 
telephone positions. 

Merrill Lynch, to expedite the ex- 
ecution of our customers’ orders, divides 
responsibility for the 1200 stocks be- 
tween six different floor -brokers. has a 
corps of 28 order clerks to answer 92 
phones, and operates out of six strategi- 
cally scattered booths so that each of the 
18 trading posts is only a short distance 
away from some one of our brokers. 

One of our floor-brokers, for example, 
has fifteen phones and four clerks in his 
booth, only handles orders for those 
stocks in his immediate area—some 192 
stocks in all. 

These are the stocks that this man 
with. He 
minute-to-minute, 


lives watches closely the 


hour-to-hour _ price 
trends for each one of the 192, knows 
what’s happening to other stocks in the 
same industries, and how the market as 
a whole is behaving. 

Then here’s what happens. 

A clerk hands him an order to sell 100 
shares of stock X YZ “at the market”— 
that is, at the best price available on the 
Exchange when the order reaches the 
floor. He walks to the post where this 
stock is traded, notices the last sale 
posted in X YZ was at $60 a share, and 
calls out “How’s X YZ?” 

“60 bid, offered at a half,” answers the 
specialist in XYZ. This simply means 
that $60 a share is the most that anyone 
wants to pay for this stock at the 
moment, $60.50 a share is the least that 
anybody is willing to sell it for. 

So the Merrill Lynch floor-broker 


could sell the stock for our customer at 
$60 a share. But trained to try and do 
better 
perience, thousands of executions, and a 
“feel” for the market 
wonders. He knows that oil stocks have 


counting on years of ex- 


certain . . he 
been inching up in price through the 
day, thinks he can get a bit more for 
his X YZ if he waits. 

So he asks the specialist to 
him” at $60—or guarantee the Merrill 
Lynch customer at least $60 a share for 
his stock. 


ee 
stop 


The specialist—a man who keeps track 
of all the different prices at which people 
would like to buy or sell particular 
stocks 
book, and we immediately flash a wire 
confirmation to our customer, assuring 
him of at least $60 a share for his stock. 


agrees, places the order in his 


X YZ does continue to edge up in price, 
and a short time later the specialist is 
able to sell the 100 shares of X YZ for 
$60.25 a share—or $25 more for the 
Merrill Lynch customer who placed 
the order. 

Of coursé, our broker might have an 
order to buy. Perhaps some ether stock 
that’s been moving up with the market. 

The last sale took place at $25 a share, 
but the specialist is still quoting the 
stock at 24%-25. In other words, our 
floor-broker can still buy the stock for 
only $25 a share. He wastes no time 
doing it—and sends wire confirmation 
to the customer. 

So it goes through a typical day. 
Maybe three or four hundred orders to 
buy or sell stock. So many in fact, that 
any floor-broker is quick to admit that 
he couldn't possibly handle them all 
alone, counts heavily on the help of the 
specialists in his area to act for him—to 
execute any orders he may entrust to 
their care. 

Like any other floor-broker, too, if 
suddenly flooded with orders, he farms 

them out to 
is still held responsible by his 


some of 
brokers 
firm for their proper execution. 


independent 


But flood of orders or no, each is exe- 
cuted as fast and efficiently as possible, 
consistent with getting the best price. 


How long does it take? Well, on a 
market order for an active stock, the 
average is just about two minutes, even 
from coast to coast. That’s from the time 
a customer tells us to buy or sell any 
stock on the New York Stock Exchange, 
until the time he hears back that his 
filled. And that’s a 
figure you're invited to check—simply 


order has been 


by placing an order with any account 
executive in any one of 116 Merrill 
Lynch offices from coast to coast. 


MERRILL LYNCH, PIERCE, FENNER & BEANE 


Members New York Stock Exchange and all other Principal Exchanges 


70 Pine Street, New York 5, N. Y. * 


Offices in 112 Cities 





Keeping Abreast of 
Corporate Developments 


American-Marietta Co. has acquired Guardite-Inc., 
Chicago, by exchange of preferred and common 
shares. Guardite, Inc. produces tobacco processing 
machines and is a major supplier of defense mecha- 
nisms to duplicate various high-altitude atmospheric 
conditions. These devices are used by the Govern- 
ment in development of instruments for modern air- 
craft and guided missiles. 


General American Transportation Corp. announced 
the acquisition of the Greer Marine Corp. of Free- 
port, Long Island, New York, a wholly-owned sub- 
sidiary of Greer Hydraulics, Inc. Greer Marine holds 
patent rights on a quick opening hydraulically oper- 
ated hatch cover, which for the past year, has been 
manufactured under contract at General American’s 
Sharon, Pennsylvania plant. They are marketed un- 
der the trademark of “Hydro-Hatch’”’. Greer Marine 
serves major shipping lines and the U.S. Navy. 


B. F. Goodrich Tire Co. recently announced a new 
nylon cord tubeless tire, the Life Saver Silvertown, 
that has permanent puncture-sealing protection and 
a wider-than-average tread. Goodrich said the new 
mixture is made of crude and man-made rubber that 
is stronger and lasts longer than its predecessors. 

The company has also announced a construction 
program to provide increased manufacturing and 
warehousing facilities at its Koroseal plant in Mari- 
etta, Ohio which is run by its subsidiary, B. F. Good- 
rich Industrial Products Co. 


General Tire & Rubber Co. subsidiary, Aerojet- 
General Corp., has delivered to the Martin Co. and 
Navy, second stage of three-stage launching vehicles 
for earth satellite. The liquid propellant second 
stage is expected to ignite at altitude of 36 miles and 
drive satellite to 140 mile altitude, whence it will 
coast to 300 miles when the third stage will be fired. 
The Navy will flight-test the system at Air Force 
Missile Center, Cape Canaveral, Florida. 


Kennecott Copper Corp. will build a second elec- 
trolytic refinery for copper to meet increased demand 
for this type of copper in preference to fire-refined 
metal. The new plant will have an initial capacity 
of 7000 tons a month, cost about $20 million, and is 


426 


scheduled to begin operation by mid-1959. The site 
of the new refinery has not been determined. 


Philco Corp. has announced a new home air-condi- 
tioner light enough to carry home in a car and be in- 
stalled by an individual. Philco claims it is the small- 
est three-quarter horse-power air-conditioner on the 
market. Called the “Bantam” it weighs 120 lbs., 
stands 12% inches high, 2434 inches wide, and is 
13144 inches deep. According to the company, the 
air-conditioner cools rooms up to 410 sq. ft. in the 
hottest weather. 


Phillips Petroleum Co., according to an announce- 
ment by United Western Minerals Co. has entered 
into an agreement with the latter for the explora- 
tion and drilling of claims totaling 50,000 acres in 
the Grants area of New Mexico. It is stated that the 
mining company is contributing about 60% of the 
total acreage on which Phillips Petroleum, for a 50% 
interest in the acreage, will conduct a program of 
surface geological surveys and exploratory drilling. 
Details of the agreement were not disclosed but it 
is estimated expenditures would total about $2 mil- 
lion over the next two years. 


Pure Oil Co. and an associate have obtained a 
farm-out of 427 acres in Colombia, South America 
and are negotiating for an additional area. In Guate- 
mala, joint interests have been secured in 1,597,000 
acres with a net interest in about 311,000 acres. A 
geo-physical survey will start before the year-end. 
Application has been made for an exploratory con- 
cession on 1,232,000 acres Southeast of Santa Cruz, 
Bolivia. Joint leases have been obtained on 1,122,000 
acres in Saskatchewan, Canada. 


Royal Dutch Petroleum Co. subsidiary, Shell 
Chemicals Ltd., recently opened new petrochemical 
plant near Manchester, England. Shell Chemicals 
stated that further expenditures of $56 million over 
five years is planned. Plant size will be doubled and 
new laboratories added for study of new processes. 
Plant, operating at 1300 degrees F, breaks down 
naphtha derived from Middle East oil into simpler 
products which are converted into other chemicals. 
Ethylene is the most important single product. END 
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Coast to coast, the chorus rings out: 


“Suburbia, here we come!” 


Thanks to the mobility of modern motoring, a mass 


migration to the suburbs is under way 


For dramatic evidence of today’s ail- 
out trend toward suburban living— 
well, try this statistic for size: There 
are now more passenger cars registered 
than there are households in the U.S. 
(52 million cars; approximately 48 
million households). And that means 
millions of families with two or more 
cars—with more millions certain to 
join the ranks in the years ahead. 
Seems just about everybody wants 
out (out of the city, that is!). And 
that’s where the figures on car owner- 
ship come in—for it’s today’s superbly 
engineered automobiles that are mak- 
ing this mass migration possible. 
How? By providing fast, depend- 
able transportation for the bread- 
winner who must commute to the 
city. And by providing his family 
with easy and convenient means of 
reaching schools, shopping centers, 
recreation areas—near or far. 


**Suburbia, Here We Come!”’ 


No wonder Americans, in ever-in- 
creasing millions, are united in one 
mighty chorus of, ‘‘Suburbia, here we 
come!”” And Suburbia, in turn, is 
making these millions warmly wel- 
come with prodigious housing develop- 
ments and single homes for every 
income bracket. 

With scenic charms, too, and the 
many attractions of more leisurely 
living away from the congestion of 
cities—closer to the outdoor life. And 
with multi-million-dollar shopping 
centers within a few minutes’ drive 
from every home for miles around— 
plus convenient off-street parking 
space. Suburban cash registers now 
ring up a lush multi-billion-dollar 
business volume yearly. It’s a golden 
transfusion for our economy—an 
economy today being geared to new 
ways of marketing and changing buy- 
ing habits under the impact of mush- 
rooming Suburbia. 

In these scientifically planned shop- 
ping areas that serve virtually every 
suburban community, the proudest 
names in merchantdom vie with one 
another to supply every possible want 
of suburbanites where they live. 


Multi-Car Families Abound 


Keeping pace with the increase in our 
suburban population (it’s predicted 


that suburban dwellers will total more 
than 83 million by 1975), is the sharp 


rise in two-car families. With the 
round-the-clock business, shopping, 
social and other demands made on 
“the car’? by every member of the 
family, a single automobile can prove 
painfully inadequate. 

Also, the new  50-billion-dollar, 
41,000-mile Federal Aid network of 
new multi-lane freeways for the sub- 
urbanite should markedly stimulate 
multi-car ownership per family. 


National’s Role 


We at National Steel take pride in 
the great contribution of the auto- 
mobile to the health and well-being of 
our people and our nation. Because 
National Steel, through three of its 
major divisions—Great Lakes Steel 
at Detroit, Michigan, Weirton Steel 
at Weirton, West Virginia, and The 
Hanna Furnace Corporation at 


NATIONAL STEEL 


GRANT BUILDING 





Buffalo, New York—is an important 
supplier of the steel and iron used by 
automobile manufacturers. 

Through the skilled engineering and 
manufacturing of the automobile in- 
dustry, this nation each year enjoys 
safer, stronger, more economical cars. 
Our constant goal—through research 
and cooperation with the automobile 
industry — is to make better and 
better steel for still greater safety, 
strength and economy in the cars 
and trucks of today and tomorrow. 





SEVEN GREAT DIVISIONS 
WELDED INTO ONE COMPLETE 
STEEL-MAKING STRUCTURE 
Great Lakes Steel Corporation « Weirton 
Steel Company *¢ Stran-Steel Cerporation « 
Hanna Iron Ore Company ¢ National Steel 
Products Company ¢ The Hanna Furnace 
Corporation ¢ National Mines Corporation 











CORPORATION 


PITTSBURGH, PA. 
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Cut about two-thirds off the time 
used to take the average shipment 
travel through the busy New Yd 
Central rail junction at Buffalo . 
and you'll know what the railroag,, 
recent $10'’%4-million investment th y op 
means fo you. hi: gen 

The money went into 180 acres} 
electronic freight yard alongside ' 
Central’s main line in the Front 
section east of the city. 


ntier 
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This one sprawling yard—rushiy, jz. 
to completion in only eight months}, ¢<}; 
replaces seven minor freight clagoqq { 
fication centers and one major freig 





area 

terminal in the Buffalo area. fton. 

300% Speed-up Fs the 

. > eg a as * ye Tr 

ae ee” ee Your freight moves through the ng... ¢ 


Cars rolling down the 20-foot “hump” (foreground) are electronically guided into one of 
63 sorting tracks. Completed trains move to departing yard, then onto the main line. 





Towerman at Frontier Yard receives teletype Cleveland-bound car starts over the hump to classi- 
list of all cars on incoming train. Included is a _ fication tracks after thorough mechanical inspection. 
carload of valuable merchandise for Cleveland. Car repair facilities are maintained right in the yard. 






the hump gauge “ 
. then slow car for couplig. 





diet inte tei thie atl 


on the New York Central 
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New electronically controlled Frontier Yard 
moves freight 3 times faster—with push buttons 


tin 
ment. i: used to take to zigzag through 
Y Ysitication in Buffalo. This phe- 
alo ‘ menal speed-up is largely the result 
ilroagsush buttons, remote control, 
nt th¢,, operation . . . and progressive 
agement. 
Fingertip control 

m the time your freight enters the 

until it’s outbound for its ulti- 
destination, human hands hardly 
ya 


f er Yard 300% faster than the 


acres 
side 
‘ront 


-rus 
onth 


h it. 

lassification movements for the 

cla odd freight trains that come into 

‘freig area daily are handled by push 

ton... or on light or radio signal 
n the main control tower. 


he rolling characteristics of each 
are figured automatically by radar 


he ng 





s beld 
labilit 
oupliq 





n which includes Cleveland shipment. Main east- 
bt tracks this train will use pass just south of the yard. 


located on the hump, so that auto- 
matic retarders may apply proper 
braking action. Cars are switched to 
the proper outgoing track by an elec- 
tronic brain with a faultless memory 
for instructions ...and coupled gently 
to other waiting cars bound for the 
same general destination. Then cars 
are moved to one of 21 departure 
tracks . . . where they are picked up 
by waiting train crews. 

Almost 6,000 cars may be accom- 
modated in the yard at one time, and 
2,750 of them will be classified in an 
average 24-hour period. Yet a sur- 


prisingly small crew controls them all 
—thanks to the battery of electronic 
aids. 
Frontier a pioneer 

And Buffalo is just the beginning. 
Two more automatic yards 
a total of $21,000,000—are going up 
now in Elkhart, Ind., and Youngs- 
town, Ohio. 

These are just a few of the many 
new developments on the New York 
Central that will enable you to ship 
better and faster than ever .. . at no 
extra charge to you. Ask our freight 
salesman to tell you about them. 


costing 


Route of the Early Birds—_ 


New York Central Railroad 


t car goes down the hump to join newly made-up Train pulls out for Cleveland and Ohio points— 
just one hour and twenty minutes after Cleveland- 
bound merchandise arrived in Buffalo from the East. 





Night and day operation 
continues ... at the rate of 
one car every 30 seconds! 








Weighing Impact of the 
DuPont General Motors 
Decision 





(Continued from page 390) 


have been made inordinately more 
complex. If the duPont decision is 
to be a guide, a company must de- 
cide in advance if the corporation 
to be invested in is, or might be- 
come, a customer or a supplier — 
if its position in its industry is a 
dominant one, or is it likely to be- 
come one—and how important 
a customer or supplier it would 
be, in terms of its total business. 

Undoubtedly, many smaller 
companies, more concerned with 
maintaining their compeitive posi- 
tions than with possible anti-trust 
action, will not be daunted by 
these formidable questions. But 
larger companies are bound to be 
concerned, since government at- 
tornies, with the new decision 
under their belts, are likely to 
take a much firmer stand. The 
new concept that the “relevant 
market” affected by an acquisition 
need only be a substantial one, is 
a powerful wedge for preventing 
absorptions that would tend to re- 


duce any industry to three or four 
dominant companies. Highly com- 
petitive industries, such as home 
appliances, radio and TV sets 
and air-conditioning, that have 
been contracting as one small 
company after another falls by 
the competitive wayside, will bear 
close watching to see if the new 
ruling smothers any of the ac- 
quiring enthusiasm of the larger 
members of the industry. It may 
be argued, as the textile com- 
panies have, that combinations 
among the smaller members of 
the industry is the only way to 
increase competition, but whether 
the government will lend a sym- 
pathetic ear is questionable, if it 
foresees new bigness being cre- 
ated. For implicit in the high 
court’s decision is an acceptance 
of the government’s bias against 
bigness per se. 


Merger Wave May Be At an End 


With such formidable factors 
to contend with, it is possible that 
we are nearing the end of the 
current merger era. Competitive 
conditions, dwindling margins, 
and the time consumed in con- 
structing new facilities have con- 


tributed to the widespread diver- 
sification of American industry in 
the past few years, but the con- 
stant threat of costly litigation 
may now slow the process down. 
It is doubtful that large compa- 
nies will run the risks of border- 
line acquisitions if an adverse 
court ruling can undo years of 
careful planning and nurtured 
growth. The records of the De- 
partment of Justice and the Fed- 
eral Trade Commission contain 
long lists of cases already in prog- 
ress. Armed with new weapons, it 
is safe to assume that the list will 
broaden considerably to include 
many more proposed acquisitions 
and many already consummated. 

It is idle to speculate on the 
outcome of specific cases, but the 
Court is showing increasing signs 
of being more concerned witl 
whether or not trade restraints 
actually exist, or might exist, thar 
with the legal niceties surround. 
ing the issues. Under the new cri- 
teria established for determining 
the “relevant market”, the gov- 
ernment’s suit to prevent the 
Bethlehem-Youngstown merger 
takes on a different hue. In mak- 
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ing its case in the courts, presum- | 


ably the Justice Department need 











MICHIGAN CONSOLIDATED GAS COMPANY 


AMERICAN NATURAL GAS COMPANY 


A NEW JERSEY CORPORATION 


MICHIGAN WISCONSIN PIPE LINE COMPANY 
AMERICAN LOUISIANA PIPE LINE COMPANY 





AN INTEGRATED NATURAL GAS TRANSMISSION AND DISTRIBUTION 
SYSTEM WITH MORE THAN HALF A CENTURY OF SUCCESSFUL 
OPERATION — SERVING MORE THAN A MILLION CUSTOMERS 
— CONTINUING ITS EXPANSION PROGRAM 


MILWAUKEE GAS LIGHT COMPANY 
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only show that the market to be 
affected is a “substantial” one, 
and not that competition would 
be adversely affected. Similarly, 
the case against Continental Can 
seems strengthened, since by ac- 
quiring Hazel Atlas, a glass bottle 
producer, and Robert Gair, a pa- 
»yerboard container manufacturer, 
Continental’s position in the in- 
lustry appears more dominant. 
Probably the most significant 
spect of the accompanying list of 
pending cases is the predominance 
of “big” companies. It is this fac- 
‘or, as much as any other, that 
‘iminishes the hope that Congress 
may enact legislation to offset 
-ome of the impact of the decision. 
\nti-trust legislation is popular, 
ind stands to remain so as long as 
he spotlight is focused on indus- 
rial giants. For Congress to take 
some of the bite out of present 
aws would require a brand of 
political courage bordering on the 
mpossible. As a matter of fact, 
here is a bill before Congress now 
hat would require corporations 
co file a notice with the Justice 
Department of intent to merge. 
[f passed, the bill would strip all 
pending transactions of their 
inonymity and give the govern- 
ment another effective weapon for 
preventing further acquisition. 


Ultimate Effects 


Investors need not be too anx- 
ious, Since years must pass before 
the duPont decision, and its im- 
pact on the lower courts, and on 
American industry can be prop- 
erly appraised. Nevertheless, 
there is little doubt that its initial 
effect will be disruptive. Indus- 
try, despite its fine post-war per- 
formance, is becoming increasing- 
ly more troubled by rising wages, 
higher material costs, and the 
constant necessity to expand sales 
to assure adequate profit margins. 
We offer no argument for mon- 
opoly, but unless companies can 
continue to diversify to assure 
adequate returns on invested cap- 
ital, and to maintain their compe- 
titive positions in the face of ris- 
ing foreign inroads in the domes- 
tic market, America’s current 
round of industrial growth may 
have been dealt a stunning blow. 
It would be unfortunate if over- 
zealous use of anti-trust powers 
actually destroyed the competitive 
structure the statutes were de- 
signed to protect. —END 
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This advertisement is neither an offer to sell nor a solicitation of o 
The offering is made only by the Prospectus. 


900,000 Shares 
Kaiser Industries Corporation 


Common Stock 


par value $4 per share) 
Price $15.75 per share 


the Prospectus may be obtained from any of the several underwriters, 
including the undersigned, only in States in which such underwriters are qualified to 
act as dealers in securities and in which the Prospectus may legally be distributed. 


Dean Witter & Co. 
Eastman Dillon, Union Securities & Co. 
Goldman, Sachs & Co. 


Lehman Brothers 


fs to buy any of these securities. | 
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France at the Crossroads 
of Decision 





(Continued from page 403) 


the rest of the world including the 
French Overseas area. By the 
end of 1956 this had changed into 
a $1 billion deficit and during the 
first four months of 1957 the trade 
deficit amounted to about $600 
million, or more than twice as 
much as during the same period 
of last year. Last year’s deterio- 
ration was due to the combination 
of a 20 percent increase in imports 
and similar decrease in exports. 
This year, both imports and ex- 
ports have gone up but imports 
have climbed twice as fast as 
exports. 

Of course, not all of this re- 
flects a structural weakness in the 
French economy. A good part of 
the higher import figure is due to 
such temporary conditions as the 
Suez Canal crisis and the very 
poor harvest of 1955. The pur- 
chase of military supplies for 
Algeria has also played a part in 
it. But at least half of the increase 


in the payments deficit is due to 
higher imports of absolutely es- 
sential equipment for France’s 
industrial expansion, such as fuel, 
raw materials and industrial ma- 
chinery. This means that any dras- 
tic restriction in imports would 
bring about a nearly equally dras- 
tic restriction in France’s eco- 
nomic growth. Nevertheless, 
France has now adopted several 
stop-gap measures to check the 
rise in imports at least partly. 
These, together with certain sea- 
sonal factors and a good harvest, 
should have some positive effect 
on the foreign trade balance in the 
second half of the year. 
However, a fundamental im- 
provement of France’s foreign 
trade imbalance can only come 
about through a substantial in- 
crease in her exports. This is not 
just a French but an all-European 
problem. For France has now 
emerged as the main debtor of the 
European Payments Union, the 
official clearing and short-term 
credit agency of 16 European 
countries. France now owes the 
EPU $1.37 billion, equal to about 
60 percent of all outstanding EPU 
(Continued on page 432) 
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debts, and had to be granted a 
special $200 milion increase in its 
borrowing quota at the beginning 
of June, having already exhausted 
its regular quota last April. 
Since Germany is now the main 
creditor of the EPU, accounting 
for 80 percent of all EPU credits, 
this means that twelve years after 
the war France’s internal pros- 
perity is largely based on indirect 
loans from her former arch enemy. 

More and more monetary ex- 
perts are swinging around to the 
belief that France’s untenable ex- 
ternal disequilibrium is due main- 
ly to her overvalued currency. 
Domestic production is given more 
protection against foreign compe- 
tition in France than in any other 
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European country. As a result, 
the French price structure has 
become so high that many French 
goods are no longer competitive on 
the world market. The only real- 
istic answer, in the view of the ex- 
perts, is another devaluation of the 
French franc. Such a step would, 
naturally, not be a popular one 
and M. Mollet has recently con- 
tended it would be a crime. But 
the new government may find it- 
self under such pressure from the 
EPU, the International Monetary 
Fund as well as the United States, 
all of which have privately hinted 
that devaluation would be a pre- 
requisite to further aid, that it 
may have no choice but to take the 
plunge. What the new rate would 
be is, of course, impossible to fore- 
tell. The only indication we have 
is that while the official exchange 
rate is 350 francs to the dollar, the 
current free-market rate is be- 
tween 420 and 440. 

Another reason why devalua- 
tion by next fall is a likely prospect 
is that the only alternative meas- 
ure to correct France’s balance- 
of-payments illness would be 
sharp restrictions on those im- 
ports which had previously been 
freed. Such a recreation of the 
already abolished obstacles to the 
free flow of trade would be re- 
ceived with much misgivings by 
the “pro-European” Common Mar- 
ket advocates in France. Since 
support of the Common Market is 
the one subject on which there is 
general agreement by all parties, 
except the Communist and the 
Poujadists, no government is like- 
ly to undertake any steps which 
would so clearly violate the “pro- 
European” spirit. This reluctance 
to rescind existing liberalization 
measures is a new and healthy 
sign in French politics. For it 
shows that France has now be- 
come genuinely convinced that her 
future lies in economic union with 
the rest of Western Europe. There- 
fore, the general trend to freer 
trade is unlikely to be reversed 
again. By the same token, the 
Common Market and the Euratom 
treaties will in all probability be 
ratified by the Chamber of Depu- 
ties before the summer recess. For 
France is both willing to live up 
to her international obligations as 
well as aware that her short-term 
difficulties are nothing compared 
to the long-run advantages she 
will derive from belonging to the 
world’s third largest and second- 
richest economic unit. —END 
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year E] Paso Natural Gas offered 
to give 14 of its “B’” common 
shares for 8 shares of Pacific 
Northwest. 

In April 1956 the next impor- 
tant move occurred with the sale 
of Westcoast Transmission units. 
Each unit consisted of deben- 
tures and common stock; they 
were offered at $115 per unit and 
have since about doubled in value. 
The line was designed to bring gas 


down from the Peace River field © 


in Canada to British Columbia, 
and to Oregon and Washington 
through connection with Pacific 
Northwest Pipe Line. 

Next came the financing of the 
huge Trans-Canada Pipe Line — 
which for some time was a politi- 
cal football of Canadian politics. 
This line is now being built to 
bring gas from western Canada to 
eastern markets. Financing fol- 
lowed the usual pattern and the 
new units proved very popular. 

Following the success of the 
Trans-Canada plans, new compa- 
nies sprang up to do distributing 
and retailing operations. Again 
these new issues met with great 
success, one stock advancing from 
around 5 to nearly 20 in the space 
of a few months. Recently Quebec 
Natural Gas, Northern Ontario 
Natural Gas and Intermountain 
Gas sold the usual units. Northern 
Ontario units were offered at 3114 
recently and advanced immedi- 
ately to around 45. 

There are still some new pipe- 
lines to be built and financed in 
the United States, although the 
country is now pretty well serv- 
iced except for a few areas. Two 
are projected (as a unit) to 
bring gas from Texas and Loui- 
siana to serve Florida — Coastal 
Transmission and Houston-Texas 
Gas & Oil. The financing has been 
delayed several months, possibly 
because of proposed changes in 
the set-up by the Federal Power 
Commission. 

Further difficulties may also be 
encountered as a result of recent 
agitation in Congress to make the 
oil industry’s interests in natural 
gas pipelines a target for anti- 
trust action by the government. 

What is the outlook for the gas 
utility industry as a whole? Apart 
from vagaries of the weather, 
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this depends mainly on the three 
factors of (1) increased gas sales, 
(2) additional gas supplies, and 
(3) regulation which will permit 
reasonable profits and_ benefits 
0 stockholders from continued 
srowth. The industry expects its 
rapid post-war growth to con- 
inue, despite regulatory handi- 
caps. About $15 billion has now 
een invested in plant compared 
vith less than $6 billion in 1947 
ind the total is expected to in- 
‘rease to $22 billion by 1960. 

Construction expenditures are 
‘stimated at $1.75-$2.00 billion 
yer annum over the four years 
nding with 1960. Companies rep- 
resenting about half the industry 
have indicated that they expect to 
raise about 35% of this money 
from internal funds; depreciation, 
depletion, amortization, retained 
earnings, etc.), 48% from sale of 
bonds and debentures, and 17% 
from issues of preferred and com- 
mon stocks. 

Obviously the gas utilities are 
still optimistic regarding in- 
creased sales. While gas may be 
handicapped by rising costs of gas 
at the well head, competitive fuels 
(coal and oil) are also moving up 
so that gas should be able to main- 
tain enough competitive margin 
to maintain or improve its posi- 
tion. Also the retail companies are 
optimistic that the new gas bill, 
when enacted, will protect them 
against unreasonable escalations 
in field prices, although the steady 
rise in drilling costs must be rec- 
ognized if the search for reserves 
is to continue. 

The increase in househeating 
sales still continues. In some areas 
such as southern California there 
is practically 100% saturation — 
i.e., practically all householders 
use gas instead of oil or coal. In 
the middle west, however, there 
is still a very big unsatisfied de- 
mand for gas househeating and 
the problem of utilities like Peo- 
ples Gas and Northern Illinois 
Gas is to bring in new gas sup- 
plies (as discussed above). In 
northern areas there has been 
more of an uphill fight to force 
conversion to gas particularly on 
the seaboard where oil can be 
brought in at reasonable cost. In 
JUNE 
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the New York metropolitan area 
the major utilities in the past two 
or three years have been waging 
strenuous campaigns for house- 
hold conversions to gas, with con- 
siderable success — especially in 
Brooklyn. In general, the outlook 
continues favorable for further 
expansion of this profitable busi- 
ness, but each individual company 
must be studied on its own be- 
cause of variations of conditions 
in different areas. 

Gas retailers have had a prob- 
lem in the winter peakload due to 
househeating. In the summer 
much of the steady supply of gas 
from the pipe lines must be sold 
cheaply for interruptible indus- 
trial uses, or as boiler fuel for 
electric utilities. If gas can be 
stored in substantial amounts this 
takes care of much of the peak 
househeating load and during the 
summer the extra gas is put in 
storage for the next heating sea- 
son. Underground storage has in- 
creased eightfold or more in the 
past decade, and in the next heat- 
ing season withdrawals from stor- 
age may account for one-quarter 
of total output on the season’s 
peak day. This is an important 
factor for many retailers, ena- 
bling them to increase their prof- 
its by selling more gas for house- 
heating and less gas at low prices 
to industry. 

Many gas distributors have 
been hopeful of emulating the 
electric utility industry in devel- 
oping an air-conditioning load in 
the summer months, as a partial 
offset to househeating in the win- 
ter. However, they have been han- 
dicapped by failure of manufac- 
turers as yet to produce satisfac- 
tory appliances which can be mass 
produced. It had also been hoped 
that a gas appliance could be de- 
veloped similar to the electric 
“heat pump” which will heat in 
winter and cool in summer, A 
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number of manufacturers have 


been working on the problem and 
the American Gas Association it- 
self has been conducting a re- 
search program. Some models 
have already been used experi- 
mentally and others will follow. 
The industry has high hopes that 
eventually it will gain a foothold 
in this business, with resulting in- 
creases in retailers’ earnings 
through diversion of summer sales 
from low-priced customers (boiler 
fuel,etc.) to higher-priced use in 
air-conditioning. At the forthcom- 
ing ABA Convention in Septem- 
ber current progress will be des- 
cribed. 

William B. Tippy, president of 
Commonwealth Services, in a re- 
cent talk before the NYSSA made 
a general review and forecast of 
trends in the gas utility industry. 
Taking 1947 as 100%, he forecast 
increases for 1960 and i965 as 
in table at bottom of page 434. 
As with the electric utilities, sales 

(Please turn to page 434) 
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will increase faster than popula- 
tion because of increased residen- 
tial consumption. Sales per cus- 
tomer averaged 1,400 therms in 
1947 and have grown to an esti- 
mated 2,480 in 1956, with 2,770 
projected for 1960. The above 
forecasts for 1960 and 1965 do not 
reflect possible gains from sales 
for air-conditioning. 

Can the industry obtain the in- 
creased gas necessary to support 
the present expansion plans 
(which the FPC will not approve 
unless an adequate supply of gas 
is foreseeable) and take care of 
increased househeating, air-condi- 
tioning, etc.? Failure to pass the 
Natural Gas Bill has probably had 
a dampening effect on the search 
for new reserves. However, drill- 
ing for gas is frequently combined 
with drilling for oil and the latter 
is unregulated, benefiting recently 
by the Suez crisis and the rise in 
the price of crude. 

In any event the industry was 
able to show a record gain in gas 
reserves in 1956, according to an 
announcement a few weeks ago 
by the American Gas Association 
and the American Petroleum In- 
stitute. Total reserves at the end 
of 1956 approximated 238 trillion 
cubic feet, 14 trillion above the 
previous year. This gain com- 
pared with 12 trillion in 1955 and 
an average increase in the past 
decade of about 8 trillion. How- 
ever, it may be noted that the 
largest factor in the gain was “ex- 
tensions and revisions” of exist- 
ing fields which added over 19 tril- 
lion feet, compared with only 5.6 
trillion discoveries of new fields 
and new pools in old fields 
(slightly less than the 1955 gain). 
Net removal of gas during the 
year approximated 11 billion, the 
combination of the three figures 
producing a net gain of 14 tril- 
lion. Total reserves were adequate 
for nearly 22 years’ production at 
the 1956 rate (without new dis- 
coveries) although of course pro- 
duction is expected to increase. In 


any event, the number of years’ 
reserves conforms pretty well to 
the 20 years’ supply usually re- 
quired to obtain regulatory ap- 
proval and financing for the con- 
struction of new pipe lines, open- 
ing up of new service areas, etc. 
While proven gas reserves might 
seem a little inadequate, estimates 
of “ultimately recoverable” re- 
serves run as high as 1,000 trillion 
cubic feet, with very substantial 
amounts in Canada and some in 
Mexico. 

Texas still has the distinction 
of having nearly half of United 
States’ reserves and production. 
Texas and five other states, Loui- 
siana, New Mexico, Kansas, Okla- 
homa and California, represent 
about 93% of United States re- 
serves and 91% of production. 
However, Pennsylvania is the 
number one state for underground 
storage of gas, with Ohio, Michi- 
gan and West Virginia next. 

Because of the steady gain in 
the field price of gas and the 
higher cost of drilling new wells, 
considerable research is being 
done both by the American Gas 
Association and companies like 
New England Gas & Electric and 
Pacific Lighting to develop eco- 
nomical methods of manufactur- 
ing substitute gas. One method 
would be to make gas of low heat- 
ing value from coal or oil (or pos- 
sibly shale) and later improve the 
heat content by a process called 
methanation. Another method is 
the hydrogenation of coal. The 
American Gas Association hopes 
to complete some of its experi- 
ments this year. While the lowest 
estimated cost of synthetic gas is 
reported to be around 60-70¢ per 
mef, it is hoped that eventually 
this can be reduced to 45-50¢, 
where the new gas would be able 
to compete with natural gas in 
northern areas. 

Regulation in the gas industry 
is far more complicated than for 
the electric utilities. The court de- 
cision in the Panhandle case di- 
rected the Federal Power Com- 
mission to take into account the 
original-cost rate-base as a major 
factor in fixing rates for inde- 
pendent producers of natural gas 
—including integrated utility com- 





1947 1952 1956 
Customers 100 121 138 
Sales 100 177 246 
Revenues 100 177 283 
Plant Account 100 179 255 


Est. Increases 


1960 1965 1956 1965 
Est. Est. Over 1947 Over 1956 
156 180 38% 30% 
311 392 146 59 

882 504 183 78 

372 523 155 105 
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panies which produce part of 
their own gas requirements, Pre- 
viously the Commission had de- 
cided to use the “fair field price” 
as the basis for regulating rates 
—a much more favorable basis. 

The Commission itself has not 
made any important decisions 
since the court decision, but re- 
cently an Examiner handed down 
an adverse decision in the Colo- 
rado Interstate Gas case, which if 
confirmed would sharply reduce 
net earnings. It appears likely 
that the Commission itself, after 
reviewing the case, will amelio- 
rate the Examiner’s conclusions, 
but it is obvious that regulation 
on the basis of original cost would 
be unfavorable for some compa- 
nies which acquired large reserves 
at low prices some years ago and 
have been basing their rates on 
production costs which reflect cur- 
rent values for gas. 

Meanwhile independent produc- 
ers—including both the oil compa- 
nies which have important gas 
production, and the integrated 
gas utilities—have been hoping for 
enactment of a Natural Gas Bill 
which would supersede the Su- 
preme Court decision and give the 
Federal Power Commission a def- 
inite directive to use the fair field 
price as a major factor in rate 
regulation. Last year such a bill 
was enacted by the House but was 
vetoed by President Eisenhower 
because of a touch of scandal. But 
the chances for a compromise bill 
this year have been enhanced by 
President Eisenhower’s apparent 
willingness to sign a new bill, even 
if it does not contain two amend- 
ments he favored to strengthen 
FPC regulation policy. Since the 
producers were bitterly opposed 
to any change of this character, it 
appeared likely that the bill would 
not pass the Senate even if it got 
through the House. All this may 
be changed, however, by the 
change of heart the President has 
indicated to Chairman Harris of 
the House Commerce Committee. 

In the meantime the FPC will 
have a problem on its hands, and 
the Colorado Interstate Gas case 
may develop into an important test 
case. Meanwhile, investors should 
pay careful attention to the 
amounts of revenues (and net 
earnings after 52% income tax) 
which are being collected “under 
bond” and are still subject to reg- 
ulatory approval. In some states, 
particularly California, local rate 
cases are also important. END 
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a small but leading computer 
manufacturer in 1956. Although 
the 6 million shares is much 
greater than the norm for the 
group, the recent price advance 
caps an unbroken procession of 
new yearly highs beginning in 
1951. The stock is held by 65 in- 
vestment institutions. 


Minnesota Mining and Minneapo- 
lis-Honeywell both have remark- 
able growth records that seem in 
no danger of being broken. Honevy- 
well has a dominant position in 
the field of automatic controls, 
and Minnesota Mining, in addition 
to its popular ‘“Scotch-Tape” has 
been repeatedly successful in de- 
veloping new and lucrative prod- 
ucts. Both stocks should continue 
in the vanguard. 


El Paso Natural Gas, in com- 
bination with its newly acquired 
Pacific Northwest Pipeline 
subsidiary, has the largest gas 
ipeline system in the country. 
Recent interest in the stock, aside 
from its excellent long term 
record, stems from the opening of 
the west coast to gas from the 
prolific fields of western Canada. 
El Paso owns 25% of the West- 
coast Transmission Co, which will 
pipe the gas into the northwest 
and numerous other interests in 
addition to its own huge gas re- 
serves. The stock has been con- 
sistently rewarding and should 
remain so. 


McGraw-Edison is firmly en- 
trenched as a supplier of elec- 
trical equipment to the utility in- 
dustry and an important producer 
of consumer products under the 
“Toastmaster” and other well- 
known trademarks. The merger 
with Thomas A. Edison, Inc., in 
1956 provided a full line of dic- 
tating machines and storage bat- 
teries. 

Principal interest in the stock 
stems from the expected benefits 
of the recent merger, and the 
company’s exceptional success in 
marketing household appliances 
successfully when most of the ap- 
pliance producers are finding diffi- 
culty in making ends meet. The 
company’s astute management and 
merchandising know-how will 
probably keep McGraw ahead of 
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its field. Selling at 14 times 1956 
earnings, the stock is worth hold- 
ing. 

Fansteel Metallurgical has been 
touched on frequently in this 
magazine, The company is a major 
producer of refractory metals, 
specializing in the processing of 
columbium and tantalum, two of 
the rarer metals, as well as molyb- 
denum and tungsten. The need for 
refractory metals in jet and rocket 
engines has stimulated sales, but 
commercial applications in elec- 
tronics, chemistry and electrical 
equipment are growing in im- 
portance. With only 788,085 shares 
outstanding and a rapidly growing 
earnings trend, the stock is worth 
holding. 

Texas Instruments has all the 
earmarks of a growth stock in 
the making. Over thirty percent 
of its revenues are earned by pro- 
viding geophysical services and 
specially tailored products for the 
oil industry. The young, aggres- 
sive management was quick to 
spot the enormous potential of 
transistors and other semiconduc- 
tors vital in modern electronics, 
and moved swiftly to establish the 
company as the nation’s leading 
transistor manufacturer, and a 
growing factor in the specialized 
electronics field. 

The stock (52% owned by man- 
agement) has been rewarding to 
holders since it first came into pub- 
lic hands in 1953, having increased 
500% during the period. Sales 
have bounded and will probably 
top $60 million this year com- 
pared with $45 million in 1956 
and $29 million two years ago. 
Small and aggressive, the stock 
need not be disturbed altho sub- 
ject to consolidation now. 


Georgia-Pacific Corp. is the 
nation’s largest producer of 
plywood. Recent earnings have 
been adversely affected by the 
slower pace of residential building 
and a consequent easing in ply- 
wood prices. Nevertheless, recent 
acquisitions of Coos Bay Lumber 
and the Hammond Lumber Co., 
combined with the sale of cutting 
rights to over one billion board 
feet of lumber, has sharply raised 
the company’s attractiveness. Coos 
Bay’s 4 billion feet of lumber, 
with a market value of $40-50 
per thousand feet was purchased 
at a net cost of approximately $11 
per thousand feet. Hammond’s 
valuable redwood reserves with a 
market value of $55 to $60 per 
thousand feet cost the company 


under $20. Assets seem under- 
stated, giving the company sub- 
stantial investment worth in view 
of the long range favorable out- 
look for plywood. 


Stocks for Dollar Averaging 


Amerada, Seaboard Oil, and 
Texas Gulf Producing are essen- 
tially crude producers with suc- 
cessful discovery records. Amer- 
ada is particularly outstanding 
in this respect, and stockhold- 
ers have fared exceptionally well 
from the company’s policy of 
plowing the lion’s share of earn- 
ings back into exploration and 
development activities. Both Sea- 
board, largely owned by Texas Co. 
and Texas Gulf Producing, though 
smaller units have enviable rec- 
ords. W. R. Grace has recently 
purchased 50,000 shares of Texas 
Gulf and is purportedly inter- 
ested in enlarging its holdings. 
Nevertheless, with the price of 
crude in jeopardy and the chances 
good for some unsettlement in the 
industry in the near future, the 
stocks are best purchased at lower 
prices. 


Carpenter Steel and Universal 
Cyclops are small but highly re- 
garded producers of stainless 
steels essential for defense 
and other high quality production 
uses. Both companies have attrac- 
tive records, small capitalization 
and astute managerial talent. In 
addition, Universal has success- 
fully developed new steel-making 
techniques. But lack of diversifica- 
tion and a basic reliance on a high 
level of general industrial produc- 
tion indicates caution. 


Aluminium Ltd. has been the 
star performer among the alumi- 
num stocks this year, and is 
a prime investment favorite. How- 
ever the weakening of metal 
prices and the fact that aluminum 
is no longer in short supply may 
weaken the stock’s position once 
the impact of its strong first quar- 
ter showing has spent itself. The 
stock is worth owning, but at 
lower prices. 


Addressograph-Multigraph has 
distinguished itself as the out- 
standing performer in the revivi- 
fied office equipment field. The 
company is well established as a 
manufacturer of billing, address- 
ing and multigraph machines, 
and has made cautious, but sound 
entry into the newer, more 

(Please turn to page 436) 
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dynamic electronic office machin- 
ery field. Recently a new data 
processing system was developed 
in conjunction with Eastman 
Kodak, who will manufacture the 
equipment, while Addressograph 
will distribute and service it. Re- 
cent split rumors have caused the 
stock to move too fast. 


Warner - Lambert has achieved 
quick status as a major pharma- 
ceutical producer through a rapid 
series of mergers and acquistions. 
Since these moves were completed, 
policy sales have leaped from $48 
million in 1953 to almost $138 
million in 1956, and earnings have 
bounded forward from $2.52 to 
$4.50 per share in the same pe- 
riod. Dividends have been gener- 
ous and well protected, but a 
weakening in the working capital 
position and a drop in cash items 
may presage some difficulties 
ahead. 


General Tire & Rubber has 
been exceptionally successful in 
the last few years but the recent 
speculative spurt in the stock 
because of interest in its Aerojet- 
General, rocket producing sub- 
sidiary, makes it unsuited at the 
moment to the average investor. 
At lower prices however, we can 
look into it again. 


Black & Decker and Outboard 
Marine have been among the prin- 
cipal beneficiaries of the rapid 
growth of leisure products. Out- 
board Marine, a major producer 
of engines for small boats and 
power lawn mowers has enjoyed 
lush post-war years. Black & 
Decker, has been a generally suc- 
cessful producer of power tools, 
but the rash of home workshops 
and “do-it-yourself” power tools 
has been a particular spark in re- 
cent years. Both companies have 
performed well, but Outboard, re- 
flecting a recent split has run-up 
too fast for the average investor 
and Black & Decker seems too high 
in relation to its small yield and 
basic position as a tool maker, 


Dresser Industries has been 
an outstanding petroleum in- 
dustry supplier and has been 
a consistently fine market per- 
former. Despite its excellent rec- 
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ord, however, 
activity in the U.S. this year may 
have an adverse affect on earn- 
ings by year end. Company’s basic 
position is strong, but for the 
short term caution is warranted. 


reduced drilling 


Corning Glass Works, 
54% owned by its officers and 
directors has an enviable record 
over the years. Its popularity with 
investment institutions attests to 
the stock’s investment calibre, but 
the recent market flurry, spurred 
by the development of a new 
ceramic material that may have 
important jet and missile applica- 
tions has carried the stock too far, 
too fast, for the current weaken- 
ing earnings picture to justify. A 
sound holding at lower prices. 


Eastern Gas & Fuel is 
one of the larger domestic pro- 
ducers of soft coal and its deriva- 
tives. The company owns Virginia 
Corp., which in turn is the owner 
of 58% of the common stock of 
the Virginia Railway, highly suc- 
cessful coal-carrying road. Princi- 
pal interest stems from the hold- 
ings in the railway, and the re- 
covery of coal as a major energy 
source both at home and abroad. 
Still not tried and true. 


Stocks that Appear Too High 


Cooper-Bessemer and Smith 
(A.O.) owe their excellent re- 
cent earnings to their conec- 
tions with the petroleum in- 
dustry. Smith derives the major 
portion of its revenues from the 
construction of automobile body- 
frames, but in recent years 30% 
of revenues have come from sup- 
plying tubular steel pipe to the oil 
and gas industries. Cooper, long a 
pump, compressor and diesel en- 
gine producer has seen its for- 
tunes swing upward since it began 
concentrating its product develop- 
ment on oil industry uses. Both 
are too speculative for the general 
investor, with widely fluctuating 
earnings records. Cooper’s recent 
market flurry stems from the link- 
ing of its name in merger talks 
with Joy Manufacturing. 


‘Lukens Steel has been a mar- 
ket star, much in the news be- 
cause of its rapid earnings rise 
and its rocketing market perform- 
ance. Business is exceptionally 
good since the heavy plate steels 
that are the company’s specialty 
remain in short supply, but the 
stock has gone too far too quickly. 


The market advance was spurred 
by a combination of speculative 
interest in the 5 for 1 split and a 
squeeze on those “short” of the 
stock—a condition that was accen- 
tuated by the lack of floating sup- 
ply. The stock is too wild. 


Foster Wheeler has a 
volatile earnings picture and a 
record of wide market swings. 
Currently demand is good for the 
power plant and generating equip- 
ment produced by the company, 
but the field is highly competi- 
tive, leaving Foster Wheeler vul- 
nerable in times of slackening 
demand. Some speculative appeal 
is inherent in its participation in 
atomic energy projects, but actual 
profit potential rests in more 
usual industrial channels. Cash 
items dropped in 1956, a possibly 
foreboding sign. 


Zenith Radio is an impor- 
tant radio and television pro- 
ducer, one of the largest producer 
of tubes and an outstanding manu- 
facturer of hearing aids. Despite 
the difficulties of the Radio and 
TV field in the past few years, 
Zenith has consistently outper- 
formed the industry, but the sharp 
drop in 1956 earnings and the 
continuation of the trend this year 
dropped the stock from 142 to a 
low of 91 in early 1957, The move 
since may be termed a normal re- 
covery from the precipitous break 
without investment value. While 
the long term seems good, there 
seems little chance of substantial 
earnings recovery this year. 


West Indies Sugar as one 
of the larger Cuban sugar pro- 
ducers benefitted earlier this year 
from the speculative flare up in 
sugar prices resulting from sud- 
den Russian and Germany buying 
in open markets. Principal inter- 
est in the stock, however, rests in 
the recent sale, for $35 million, 
of its Dominican Republic proper- 
ties. Various rumors have encour- 
aged market action, but most take 
the form of eventual sale of Cuban 
properties and liquidation of the 
company. Real asset value esti- 
mates run from current market 
value to as high as $85-$90 per 
share. Certainly neither earnings 
nor dividends warrant the current 
advanced price. The stock is best 
left alone. 

While Royal Dutch is a highly 
regarded international member of 
the oil industry, we prefer to 
withhold our opinion at this time. 

—END 
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Varying Degrees of 
Attraction in 
Air-Conditioning Stocks 
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record figure. Net profit for the 
first three months ended February 
28 increased slightly to an equiva- 
lent of 53 cents a share, compared 
with 50 cents in the same period 
a year earlier. Indications are that 
earnings for the six months just 
ended may have approximated the 
$1.12 a share reported for the first 
half of the preceding year. Man- 
agement has pursued a liberal 
dividend policy for several years, 
distributing from 65 to 70 per 
cent of earnings. Dividends have 
come to $2 a share annually for 
the last six years. 

Carrier Corporation, the best 
known representative of the air 
conditioning industry, reported a 
moderate decline in earnings for 
the first half of its current fiscal 
year which ends October 31. Net 
profit dipped to an equivalent of 
$1.48 a share for the six months 
ended April 30 from $1.61 in the 
same period a year earlier. For 
the twelve months, however, earn- 
ings amounted to $5.11 a share, 
compared with $4.35 applicable to 
the corresponding twelve months 
ending April 30, 1956. Despite an 
increase in sales of about 10 per 
cent for the 12-months period, the 
backlog of orders at the end of 
April rose to $93.2 million, a new 
high, compared with $80.6 million 
on April 30, 1956. For the first six 
months of the current fiscal year, 
incoming business approximated 
$127.2 million, well ahead of ship- 
ments totaling $103.5 million. 

Incidentally, Carrier Corpora- 
tion is taking steps to diversify 
its operations outside the field of 
air conditioning through consoli- 
dation with the Elliott Company, 
which manufactuers a variety of 
power equipment. The latter’s 
principal customers include public 
utilities and petrochemical firms. 

Fedders-Quigan Corporation is 
regarded as one of the leading 
manufacturers of temperature 
control equipment for household 
use. Products include window 
type and through-the-wall units 
as well as central heating-cooling 
appliances for residential struc- 
tures. The company pioneered the 
small-sized three-quarter horse- 
power conditioner requiring no 
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special wiring for homes and 
apartments, The 714 ampere unit 
can be plugged into an ordinary 
electrical outlet. This development 
created a broader market in win- 
dow-type appliances, and other 
companies have developed similar 
products. 

Increased volume in air condi- 
tioners, which contribute more 
than half of current sales, and a 
recovery in demand for automo- 
tive components helped bolster 
earnings in the fiscal year ending 
August 31. Net profit for the first 
six months increased almost 100 
per cent on a rebound in sales of 
slightly less than 50 per cent. The 
jump in earnings to 73 cents a 
share from 37 cents points to re- 
sults for the full year comfortably 
ahead of the $1.80 a share for the 
1956 period. Management has in- 
timated that dividends at an indi- 
cated $1 annual rate may be sup- 
plemented by another distribution 
this year in stock. 

Trane Company is a compara- 
tively small, aggressively man- 
aged manufacturer of heating, 
ventilating and air conditioning 
equipment, Sales are made pri- 
marily to contractors engaged in 
the construction business as well 
as to small industrial organiza- 
tions. The company does not par- 
ticipate in the room-cooler unit 
field. Plans are under study, how- 
ever, looking toward entry into 
the residential market through 
manufacture of equipment for 
heating as well as cooling homes. 
All indications point to continued 
expansion in engineering con- 
tracts this year, reflecting the rise 
in unfilled orders to a new peak 
at the beginning of 1957. Sales 
and earnings rose moderately in 
the March quarter, with net profit 
coming to 59 cents a share, com- 
pared with 58 cents a year earlier, 
adjusted for the 3-for-2 stock 
split. For the full year it is ex- 
pected that earnings may top $3 
a share, compared with $2.90 for 
1956. 


Auto Cooling Gaining in 
Popularity 


Air conditioning in automobiles 
has been gaining ground in re- 
cent years and appears to have 
substantial growth potentialities. 
Equipment is being produced by 
several manufacturers for in- 
stallation in motor cars at the fac- 
tory or afterward. In fact, condi- 
tioners may be purchased through 
Sears, Roebuck & Co., or other 


distributors of automotive acces- 
sories. Eaton Manufacturing is 
one of the leading producers of 
packaged coolers for automobiles, 
and this company is expanding its 
volume for 1957 and 1958 models. 
Industry observers have estimated 
that as many as 1.5 million of 
1960 cars may be equipped with 
air conditioners as optional equip- 
ment. The chances are that lead- 
ing auto companies, especially 
General Motors and Chrysler, will 
concentrate on production of their 
own air conditioners for automo- 
biles. The “after” market could 
prove interesting for independent 
manufacturers in another few 
years, and this trend is being 
closely watched by companies such 
as Fedders-Quigan and others. 


Most other large industrial con- 
cerns engaged in manufacture of 
air cooling equipment — such as 
Borg-Warner, General Motors, 
General Electric, Westinghouse— 
decline to indicate the importance 
of such activities as related to 
other divisions. The acquisition by 
Borg-Warner of the York Cor- 
poration a year ago represented 
a major development, however, 
and it has been assumed that the 
Borg organization has decided to 
expand its operations in the rap- 
idly growing industry. As a mat- 
ter of fact, Borg-Warner has been 
diversifying manufacturing oper- 
ations in recent years to lower its 
dependence on the automotive 
field. Before joining the auto ac- 
cessory company York had become 
a major factor in production of 
home conditioners as well as lar- 
ger units suitable for restau- 
rants, commercial establishments 
and small manufacturing con- 
cerns. 

A detailed discussion of the 
second group of companies men- 
tioned in this article would be 
inappropriate in a consideration 
of representatives of the air con- 
ditioning industry, inasmuch as 
sales and earnings in most in- 
stances would be influenced by 
factors other than business gen- 
erated by the sale of cooling de- 
vices. As a matter of fact, indus- 
trial commentators have indicated 
that margins obtained on sales of 
air conditioning equipment have 
been less satisfactory than on elec- 
trical apparatus, for example, be- 
cause of keen competition stimu- 
lated by efforts to build up volume 
in coolers. 

In the accompanying table we 
give the latest statistical informa- 


THE MAGAZINE OF WALL STREET 





om aE 


eee 


eS ea RTE MS ENE 


ne eR 5 RRR ET NE HO? 





tio 
in 

the 
me 
fice 


fol 
col 
po 


a— <2 @ ot * th O&O A. oO mt CO hR orm Oo 


Ps 





es- 
is 


es, 
its 
ls. 
ed 


ith 
ip- 
id- 
lly 
ill 
ir 
10- 
ld 
nt 
WwW 
ng 
ch 


n- 


as 
a, 
ce 
to 
dV 


ac] 





A SORE a 


> Newmar 





ee A 


Ste eindccmaiat a ateiecamae cate 


tion on companies that specialize 
in air conditioning as well as 
those where activities in this field 
merely represent sideline diversi- 
fication, The ratings as to invest- 
ment quality and earnings’ trends 
for each corporation take into 
consideration their entire overall 
position. —END 
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to the cyclical character and com- 
petitive nature of the textile in- 
lustry. 

Industrial Rayon is ranked as 
a low-cost producer due to its 
patented continuous spinning 
process. The company has an an- 
nual capacity of about 135,000,- 
000 pounds, principally tire cord 
and fabric. About one-third of its 
capacity is represented by knitted 
rayon fabric. The company pro- 
duces nylon staple and filament 
yarn, 

Due to competitive pressures 
in the industry, earnings of In- 
dustrial Rayon have been in a 
broadly downward trend since 
1947, when they amounted to 
$8.86 per share. Last year, the 
company reported earnings of 
$2.45 per share, representing a 
sharp decline from the $5.77 
earned in 1955. For the first 
quarter of this year, a further 
drop in earnings to 50¢ per share 
took place from $1.40 a year ago. 
Recently, the quarterly dividend 
was reduced from 75¢ to 50¢ per 
share. 

In general, this is the type of 
industry that necessarily involves 
a considerable element of risk for 
the investor. We may point out 
that the declining trend of earn- 
ing power since 10 years ago, as 
well as the recent sharp drop in 
earnings, represented a danger 
signal for the investor. In fact, 
this issue should have been sold 
some time ago. 

At the current price of about 
30, the stock probably reflects 
most of the recent adverse fac- 
tors, including the cut in the divi- 
dend rate. We would be inclined 
at this time to wait for some turn 
for the better in the textile in- 
dustry, even if such a turn proves 
to be temporary. When a favor- 
able market opportunity arises, 
we feel that consideration should 
be given to disposing of this issue, 
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after reviewing conditions pre- 
vailing at the time. 


Texas Gulf Sulphur 


1947 1952 1957 
High 195% 39 33 
Low 1514 334% 2614, 


It is true that an investment in 
this issue 10 years ago would still 
show a profit, although this is not 
the case if the purchase had been 
made 5 years ago. The figures in 
the table have been adjusted for 
the 1954 stock split-up. The re- 
cent decline in this stock has been 
due to a basic change in the com- 
pany’s outlook. 

Texas Gulf Sulphur is the larg- 
est producer of elemental sulphur 
in this country. Its main produc- 
ing property is the Boling Dome 
in Texas. Other producing de- 
posits are the Moss Bluff and 
Spindletop Domes. While the 
company has recently started 
construction of a plant on sulphur 
deposits in Mexico, the amount of 
these deposits is still problemati- 
cal. The life of its main property 
at Boling Dome is understood to 
be limited to the extent that the 
point of exhaustion of sulphur 
deposits there may be approach- 
ing. 

In post war years, earnings of 
Texas Gulf Sulphur have failed 
to show marked growth. In 1956, 
earnings declined to $2.81 per 
share, from $3.23 for the year 
previous. For the first quarter of 
this year, the company reported 
a further decline in earnings to 
56¢ per share from 73¢ a year 
ago. Recently, the company has 
declared the regular 50¢ per share 
quarterly dividend, but it is ap- 
parent that this dividend is being 
earned by a relatively narrow 
margin. 

At the current price of about 
2614, the stock yields 7.6%. Such 
a high yield, for a company that 
is relatively strong financially, 
might be taken as a further dan- 
ger signal, even though the stock 
has already declined substantially 
in price. 

If the investor has a long-term 
capital loss in this issue, which 
can be used to offset a long term 
capital gain, we would be in- 
clined to consider sale of the 
stock. 


Underwood Corp. 


1947 1952 1957 
High 5814 561g 33 
Low 431 2 473 Lk 233 |. 


As the figures in the table indi- 
cate, the investor has a current 
loss in the stock regardless of 
whether he purchased it 10 years 
or 5 years ago. This is due pri- 
marily to an important change in 
the company’s position in its in- 
dustry, which has taken place de- 
spite the fact that the industry 
as a whole continues to grow at a 
rapid rate. 

Underwood Corporation is en- 
gaged in the manufacture of of- 
fice machines, including typewrit- 
ers, and adding and accounting 
machines. The company also sup- 
plies maintenance and service to 
its customers. In 1952, it acquired 
a producer of electronic comput- 
ers. Contrary to the growth trend 
of the office equipment industry, 
earnings of the company have 
failed to show growth in post war 
years, with a very rapid decline 
in earning power in recent years. 
For the year 1956, a deficit equiv- 
alent to $10.91 per share was re- 
ported, compared with a profit of 
$2.01 for the year previous. 

The company’s’ unfavorable 
record may be attributed in part 
to the absence of product develop- 
ment. Last year, it is understood 
to have completed an internal re- 
alignment looking to restoration 
of satisfactory profit margins. 
For the first quarter of this year, 
a deficit of 84 cents per share was 
reported, as against a 20 cent 
profit a year ago. The current 
quarterly dividend rate is 10 
cents per share. 

At the current price of about 
31, this stock obviously reflects 
many unfavorable factors. Never- 
theless, the outlook does not ap- 
pear to promise marked improve- 
ment in the near future and the 
stock may be sold on market 
strength. 

It can be seen from the above 
that constant supervision of your 
holdings is essential to a sound 
and profitable investment policy. 
The Magazine of Wall Street, 
with its extensive coverage of all 
major industries and companies, 
provides its readers with facts, 
figures and interpretations neces- 
sary for most investment deci- 
sions. However, when in doubt, 
you are invited to take advantage 
of the personal consultation priv- 
ileges accorded each subscriber 
and receive our specific counsel 
without charge. —END 
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We Challenge 
Professor Slichter’s 
5-Point Economic Reasoning 





(Continued from page 393) 


over the past two and a half years, 
and the banking system’s gov- 
ernment holdings relative to its 
loan portfolio, has been declining 
throughout the postwar period. 
Measured simply in terms of the 
ratio of government securities to 
loans, the liquidity of the banking 
system is now no greater than it 
was in the middle Thirties, al- 
though it is still better than it 
was during the Twenties. 

He also contends that the 
stronger position of banks today 
will prevent the ‘‘competitive pur- 
suit for liquidity,” which devel- 
oped following 1929, and that the 
banks would, under conditions of 
recession, try hard to expand 
their earning assets. One could 
agree in principle with these con- 
clusions, and yet retain doubts as 
to how significant the improve- 
ment in bank behavior would be 
under more trying conditions than 
have yet developed since World 
War II. Moreover, the subject 
would be incomplete without refer- 
ence to the widely held opinion 
that efforts of banks to place loans 
(presumably by reductions in in- 
terest rates) may meet strenuous 
resistance from the prospective 
borrower, Loans to carry inven- 
tory, for example, are not particu- 
larly desirable, even at low inter- 
est rates, if inventory valuations 
are falling. 


5. “Structural changes in the 
economy.” 


Finally, Mr. Slichter refers to a 
general category of structural 
changes that are combining to 
make the economy more or less de- 
pression proof. Under these head- 
ings he mentions flexible credit, 
the buffering effect of income 
taxes (that is, the fact that gov- 
ernment absorbs some of the loss 
when incomes fall), unemploy- 
ment compensation and compen- 
satory government spending. We 
would readily agree that these 
changes have had a favorable in- 
fluence with respect to stability. 
We would agree strongly that flex- 
ible credit policy, particularly if 
it is administered as adeptly as it 
has been in the past few years, 
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can be effective. With respect to 
the other changes, however, it is 
perhaps a wise precaution to note 
that they are all in one form or 
another related to government 
deficits ; that is, their effect is pro- 
duced through a combination of 
increasing government expendi- 
tures and declining government 
revenues, The price of making full 
use of these devices is thus a sub- 
stantial deficit, and a further in- 
crease in monetized debt. 

Mr. Slichter illustrates the 
effects of these five trends by 
reference to the loose, offseting 
behavior of business trends in the 
two postwar recessions (1949, 
and late 1953) and in 1956. 
Unfortunately, these illustrations 
carry very little conviction. 

In 1949, Mr. Slichter’s first 
illustration, enormous postwar 
backlogs for cars, homes and 
other consumer and capital goods 
obviously accounted for the rises 
in certain industries while general 
business conditions were worsen- 
ing. The shadow of war shortage 
still hung ponderously in the busi- 
ness air, and far outweighed in 
importance any One or combina- 
tion of trends in Mr, Slichter’s 
list. In late 1953, when recession 
struck again, the only rising 
trends in business were a moder- 
ate uptrend in government spend- 
ing for nondefense purposes, and 
a continuing uptrend in personal 
outlays for services. The latter 
uptrend is very dubious evidence 
indeed; the measurement of con- 
sumer spending for services is an 
almost hopeless statistical prob- 
lem, and in any event the rise 
apparently represented increasing 
prices of rents and medical serv- 
ices, rather than any true increase 
in the volume of voluntary con- 
sumer spending. 

In 1956, Mr. Slichter’s interpre- 
tation of “diverse movements” in 
the economy runs counter to an 
obvious and clear explanation of 
what was happening. The year 
certainly witnessed divergent 
trends in business, but the diver- 
sity reflected not rolling stability, 
as he would have us believe, but a 
pronounced cyclical condition. The 
consumer boom of 1955 had trig- 
gered an investment boom by late 
in the year, These investment 
commitments matured into spend- 
ing in 1956, at the same time that 
personal consumption (and hence 
consumer goods industry in gen- 
eral) was subsiding. These two 
main groups of industries — con- 





sumer industries and investment 
goods industries — were moving in 
different directions in 1956, but | 
their movements were hardly un- | 
related. There is some evidence | 
that these two sectors are now | 
synchronized again, and the com- [| 
ing twelve months may well pro- 
vide better evidence of the cyclical | 
link between them. 

Finally, and this is our most 
serious criticism, Mr. Slichter’s 
analysis and conclusions are based | 
on a highly selective collection of | 
evidence. He ignores a whole | 
range of evidence tending to indi- | 
cate that the past decade of boom 
has been a demonstration of the | 
business cycle par excellence, in- 
volving such typical business cycle 
manifestations as consumer back- 
logs of demand, swollen money 
supply, rising debt, multiplier 
effects, accelerators —in short, all 
of the machinery of the longer 
term business cycle. We continue 
to believe that the business cycle 
is a factor which businessmen must 
consider in their planning; its con- 
tinued existence is much more 
plausible than the disintegrated 
structure which Mr. Slichter is at- 
tempting to put in its place. -END 





As I See It 





(Continued from page 385) 


slightest deviation can not be dis- 
missed as just the outgrowth of a 
diseased mind. In fact, there was 
more method in his madness than 
most of his adversaries under- 
stood. He was a psychological re- 
alist. 

Mao, on the other hand, is now 
proposing to let the peoples of the 
Communist world have a brief 
whiff of freedom in order to wean 
them from Moscow. But freedom 
is heady stuff. It has a way of 
making addicts of those who have 
tasted it even once. Evidence of 
this is already coming from China 
where the temporary relaxation 
of terror methods has unleashed 
a veritable flood of mass criticism, 
aimed not so much at specific 
shortcomings as at the very foun- 
dations of communism. 

Thus, like the sorcerer’s ap- 
prentice in the fable, Mr. Mao 
Tse-tung may find that when he 
is ready to revoke the powers he 
is now calling forth to do his 
work, they may no longer be sub- 
ject to his control. —END 
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Helping You to ATTAIN and RETAIN 


FINANCIAL INDEPENDENCE 


(Important — To Investors With $20,000 or More!) 


t 

Wont investors are aiming for financial in- 
dependence . . . whether they hope to arrive at 
their goal in five, ten or twenty years. 


We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality ... for despite tem- 
porary readjustments our nation is forging 
ahead in a new era of amazing scientific 
achievement, industrial advancement and in- 
vestment opportunity. 


In the coming months and years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atemic energy 
... with a host of new products, materials and 
techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense of 
less able competitors. TO YOU, as an investor, 
this adds up to an increased need for con- 
tinuing investment research and capable pro- 
fessional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unsually promising 1957 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never necessary 
for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are given, 
together with counsel as to the prices at which 
to act. Alert counsel by first class mail or air 
mail and by telegraph relieves you of any 
doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts and 
original research sometimes offer you aid not 
obtainable elsewhere—to help you to save—to 
make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provisions. 
(Our annual fee is allowed as a deduction 
from your income for Federal Income Tax 
purposes, considerably reducing the net cost 
to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual cnrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








be ull information on Investment Management Service is vours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—se if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee...and to answer any questions as to how our counsel 


can benefit you. 
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Approved by the Board of Public Opinion 


Chrysler Corporation, for 1957, aimed for styling that the 
public would hail as a fresh, exhilarating exploration. 


Last October, when we put our cars of The New Shape of 


Motion before you—the board of public opinion, 

all received the most enthusiastic endorsement in our 
history. People took to the low, full-finned design— 
even more so when they learned there was purpose to 
this beauty. The fins reduce steering correction as 

much as 20 per cent. All this, plus far more glass 

area for far safer visibility. And they were equally 
impressed with the new engineering developments that 
kept pace with styling . . . Torsion-Aire Ride... 
Pushbutton TorqueFlite transmission . . . Total-Contact 
brakes. Instantly, the public recognized in all this 
beauty and brawn, the newest advance of 


The Forward Look. 


{nd the result? Across the country, the switch is on, 
as more and more owners of competitive cars are 
turning-to Chrysler Corporation. People know what 
they want in a car—in style, performance, economy— 


and the ears of The Forward Look give it 

to them. It’s as simple as that. 

The styling and engineering leadership of the new 
Chrysler Corporation ears tells only part of the story. 
Behind these cars is a long range program for 

consistent operating results, including: new engineering 
facilities, intensified research, streamlining of 
manufacturing for efficiency and cost management, 

as well as an aggressive marketing outlook. 

This kind of program is not only important to employees 
and stockholders, it is essential to the kind of progress 
in automotive styling and engineering that will 

continue to win growing enthusiasm from you— 

the board of public opinion, 


THE FORWARD LOOK > 
CHRYSLER CORPORATION 


PLYMOUTH + DODGE + DE SOTO +» CHRYSLER + IMPERIAL + DODGE TRUCKS 











